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PREFACE

Accounting Trends & Techniques— 1994, Forty-eighth Edition, is a compilation of data obtained by a
survey of 600 annual reports to stockholders undertaken for the purpose of analyzing the accounting
information disclosed in such reports. The annual reports surveyed were those of selected industrial and
merchandising companies for fiscal periods ending between February 2 6 ,1993 and February 3 , 1994.
Significant accounting trends, as revealed by a comparison of current survey findings with those of prior
years, are highlighted in numerous comparative tabulations throughout this publication. These tables show
trends in such diverse accounting matters as financial statement format and terminology and the accounting
treatment of transactions and events reflected in the financial statements.
Accounting techniques are illustrated by excerpts from the annual reports of the survey companies and
the annual reports of companies not included in the survey which presented items of particular interest or of
an unusual nature. References (in the form of a listing of company identification numbers— see the following
paragraph) to additional illustrations of an accounting technique may be requested from the American
Institute of Certified Public Accountants either by writing or by calling Richard Rikert, Harborside Financial
Center, 201 Plaza Three, Jersey City, NJ 07311-3881; telephone (201) 938-3067.
Each of the 600 survey companies included in this edition has been assigned an identification number
which is used for reference throughout the text in the discussion of pertinent information. 365 of the
companies were listed in the fortieth (1986) edition and each retained the number assigned in that edition.
The other 235 companies in the 1986 edition have been eliminated. Most of the eliminated companies were
eliminated because of a business combination with another company. The identification numbers of the
eliminated companies have not been reused. Numbers 601 through 835 have been assigned to the
replacement companies. The 600 companies in the current edition are listed in the Appendix of 600
Companies both alphabetically and by their identification number.
The American Institute of C ertified Public Accountants has established the National Automated
Accounting Research System (NAARS) as an additional means of information retrieval. NAARS includes a
computerized data bank consisting of the full text of several thousand company annual reports to stock
holders supplemented by a literature file of authoritative pronouncements. Information may be retrieved
through individual computer terminal subscription or by requesting Institute personnel to perform searches
on an AICPA terminal. For further information concerning NAARS, contact Hal Clark, (201) 938-3248.
Special acknowledgement is due to Matthew Calderisi, CPA; J. Richard Chaplin, CPA; Gregory
Frydman, CPA; William A. Godla, CPA; Toni Monier, CPA; Joseph M. Nestor, CPA; and Anthony Tarallo,
CPA for their assistance in the analysis of the financial reports and preparation of the manuscript.
Susan L. Menelaides, CPA— Director, Technical Information Division
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
Trends (201) 938-3067
NAARS (201) 938-3248

AICPA Technical Hotline (800) 862-4272
Order Department (800) 862-4272

Table of Contents
Section 1: General
Companies Selected for Survey.....................................................................................................
Information Required by Rule 14a-3...............................................................................................
Segment Information .....................................................................................................................
Natural Business Year ...................................................................................................................
Comparative Financial Statements.................................................................................................
Rounding of Amounts.....................................................................................................................
Notes to Financial Statements.......................................................................................................
Disclosure of Accounting Policies .................................................................................................
Accounting Changes:
Change in Accounting Estimates...............................................................................................
Change in Accounting Principles...............................................................................................
Consolidation Policies.....................................................................................................................
Business Combinations.................................................................................................................
Contingencies:
Loss Contingencies.....................................................................................................................
Gain Contingencies.....................................................................................................................
Commitments.................................................................................................................................
Financial Instruments:
Financial Instruments With Off-Balance-Sheet Risk .................................................................
Financial Instruments Recognized in Balance Sheet.................................................................
Concentrations of Credit Risk.....................................................................................................
Subsequent Events.........................................................................................................................
Related Party Transactions.............................................................................................................
Inflation Accounting .......................................................................................................................

1
2
17
24
29
29
30
30
37
38
54
58
65
77
78
86
115
122
125
139
142

Section 2: Balance Sheet
143
143
144
147

Balance Sheet Title ........................................
Balance Sheet Format....................................
C ash ................................................................
Marketable Securities......................................
Current Receivables:
Receivables Other Than Trade Receivables.
Receivables Used for Financing..................
Allowance for Doubtful Accounts................

154
157
160

V

Inventories.............................................................................................................................................

160

Prepaid Expenses................................................................................................................................

166

Other Current Asset Captions ...........................................................................................................
Property, Plant, and E quipm ent.........................................................................................................

167
172

Investments in Debt and Equity S ecurities........................................................................................

175

Noncurrent R eceivables......................................................................................................................

184

Intangible Assets..................................................................................................................................

188

Other Noncurrent Asset Captions .....................................................................................................

195

Current Liabilities:
Short-Term D e b t..............................................................................................................................
Trade Accounts P a y a b le .................................................................................................................
Employee Related L ia b ilitie s...........................................................................................................
Income Tax L ia b ility..........................................................................................................................
Current Amount of Long-Term D e b t..............................................................................................
Other Current L ia b ilitie s .................................................................................................................

206
209
210
211
211
212

Long-Term Debt ..................................................................................................................................

221

Credit A greem ents..............................................................................................................................

231

Long-Term Leases ..............................................................................................................................

234

Other Noncurrent L ia b ilitie s ...............................................................................................................

243

Reserves— Use of the Term “ Reserve” ............................................................................................

256

Title of Stockholders’ Equity S e c tio n .................................................................................................

256

Capital S tructures................................................................................................................................

257

Common S to c k ....................................................................................................................................

257

Preferred S to c k ....................................................................................................................................

257

Additional Paid-In C a p ita l....................................................................................................................
Retained E a rn in g s ..............................................................................................................................

264
264

Stock Option and Stock Purchase Plans:
Stock Option P la n s ..........................................................................................................................
Stock Purchase P lans......................................................................................................................

265
271

Treasury Stock ....................................................................................................................................

272

Other Accounts Shown in Stockholders’ Equity S e c tio n .................................................................

274

Section 3: Income Statement
Income Statement T itle ........................................................................................................................

287

Income Statement Format .................................................................................................................

287

Revenues and Gains:
Revenues ........................................................................................................................................
G a in s.................................................................................................................................................

290
291

Expenses and Losses:
Expenses...........................................................................................................................................
Losses...............................................................................................................................................

299
302

Pension P la n s ......................................................................................................................................

313

Postretirement Health Care and Life Insurance B enefits.................................................................

333

Postemployment B e n e fits...................................................................................................................
Compensatory Plans ..........................................................................................................................

348
349

Depreciation Expense ........................................................................................................................

360

Income Taxes:
Presentation of Income Taxes.........................................................................................................
Operating Loss and Tax Credit C arryforw ards..............................................................................
Taxes on Undistributed E a rn in g s ...................................................................................................

367
389
393

Long-Term C ontracts............................................................................................................................

398

Discontinued O p e ra tio n s ...................................................................................................................
Charges or Credits Shown After Income Tax C a p tio n .....................................................................

401
407

Extraordinary Item s..............................................................................................................................

408

Earnings Per S hare..............................................................................................................................

411

Social Awareness E xpenditures.........................................................................................................

414

Section 4: Stockholders’ Equity
Retained Earnings:
Presentation of Changes in Retained E a rn in g s ............................................................................
Dividends ...................................................................................................................
Adjustments to Opening Balance of Retained Earnings .............................................................
Other Changes in Retained E arnings............................................................................................

417
417
426
433

Additional Paid-In Capital:
Presentation of Changes in Additional Paid-In C a p ita l.................................................................
Stock S p lits ......................................................................................................................................
Changes in Additional Paid-In Capital ..........................................................................................
Foreign Currency T ranslation.............................................................................................................

439
440
446
467

Section 5: Statement of Cash Flows
Presentation in Annual R e p o rt...........................................................................................................
T itle .......................................................................................................................................................

471
471

Cash Flows From Operating A c tiv itie s ..............................................................................................

472

Cash Flows From Investing A ctivitie s.................................................................................................

495

Cash Flows From Financing A c tiv itie s ..............................................................................................

517

Foreign Currency Cash Flows ...........................................................................................................

530

Noncash Activities ..............................................................................................................................

533

Cash and Cash E quivalents...............................................................................................................

540

Section 6: Independent Auditors’ Report
Presentation in Annual R e p o rt...........................................................................................................

541

T itle .......................................................................................................................................................

541

Addressee.............................................................................................................................................

541

Auditors’ Standard R e p o rt.................................................................................................................

542

Reference to Report of Other A uditors..............................................................................................
U ncertainties.........................................................................................................................................

543
545

Lack of C onsistency............................................................................................................................

549

Emphasis of a M a tte r..........................................................................................................................

564

Departures From Unqualified O p in io n s ............................................................................................

567

Reports on Comparative Financial S tatem ents................................................................................

567

Opinion Expressed on Supplementary Financial Inform ation.........................................................
Dating of R e p o rt..................................................................................................................................

569
570

Reports of Audit Committees and M anagem ent..............................................................................

572

A ppendix o f 600 C o m p a n ie s ...............................................................................................
Com pany in d e x ......................................................................................................................
S ubject in d e x ..........................................................................................................................

575
583
589

1

Section 1: General

TABLE 1-1: INDUSTRY CLASSIFICATIONS

Foods:
Meat products .....................
Dairy products .....................
Canning, etc.........................
Packaged and bulk...............
Baking.................................
Sugar, confections...............
Beverages...............................
Tobacco products.....................
Textiles..................................
Paper products........................
Printing, publishing .................
Chemicals...............................
Drugs, cosmetics.....................
Petroleum...............................
Rubber products......................
Shoes— manufacturing,
merchandising.....................
Building:
Cement...............................
Roofing, wallboard...............
Heating, plumbing ...............
Other..................................
Steel and iron..........................
Metal— nonferrous...................
Metal fabricating .....................
Machinery, equipment
and supplies........................
Electrical equipment,
appliances...........................
Electronic equipment...............
Business equipment
and supplies........................
Containers.............................
Autos and trucks (including
parts, accessories)...............
Aircraft and equipment,
aerospace ...........................
Railway equipment,
shipbuilding ........................
Controls, instruments,
medical equipment,
watches and clocks...............
Merchandising:
Department stores...............
Mail order stores,
variety stores.....................
Grocery stores .....................
Other..................................
Motion pictures, broadcasting ...
Widely diversified, or not
otherwise classified ..............
Total Companies...................

1993

1992

1991

1990

7
2
4
17
3
3
7
6
23
23
19
38
24
28
9

6
2
4
16
3
3
7
6
23
21
20
32
27
30
7

6
2
4
15
3
3
7
5
23
21
19
33
26
30
8

6
2
4
15
2
3
7
5
23
21
20
32
26
30
8

8

8

8

8

4
5
4
16
19
12
22

5
7
4
17
19
16
21

5
7
4
18
20
17
20

5
7
3
17
19
17
20

36

33

33

35

22
35

18
36

19
36

21
36

29
7

25
7

24
7

22
7

24

26

26

26

18

12

12

12

3

4

4

5

22

24

26

25

4

3

3

4

2
12
8
3

2
14
8
4

2
13
8
4

2
13
8
4

72

80

79

80

600

600

600

600

THIS SECTION OF THE SURVEY is concerned with
general information about the 600 companies selected for
the survey and with certain accounting information
usually disclosed in notes accompanying the basic finan
cial statements.

COMPANIES SELECTED FOR SURVEY
All 600 companies included in the survey are registered
with the Securities and Exchange Commission. Many of
the survey companies have securities traded on one of
the major stock exchanges— 76% on the New York and
6% on the American. Table 1-1 presents an industry clas
sification of the 600 survey companies; Table 1-2 indicates
the relative size of the survey companies as measured by
dollar amount of revenue.

TABLE 1-2: REVENUE OF SURVEY COMPANIES

Less than $100,000,000 ..............
Between $100,000,000 and
$500,000,000 ........................
Between $500,000,000 and
$1,000,000,000 ......................
Between $1,000,000,000 and
$2,000,000,000 ......................
More than $2,000,000,000 ..........
Total Companies...................

1993
42

1992
44

1991
51

1990
51

100

106

103

103

77

80

83

89

130
251

120
250

123
240

117
240

600

600

600

600
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Section 1: General

INFORMATION REQUIRED BY RULE 14a-3
TO BE INCLUDED IN ANNUAL REPORTS
TO STOCKHOLDERS
Rule 14a-3 of the Securities Exchange Act of 1934 states
that annual reports furnished to stockholders in connec
tion with the annual meetings of stockholders should
include audited financial statements— balance sheets as
of the 2 most recent fiscal years, and statements of
income and of cash flows for each of the 3 most recent
fiscal years. Rule 14a-3 also states that the following
inform ation, as specified in Regulation S-K, should be
included in the annual report to stockholders:
1.

Selected quarterly financial data.

2.

Disagreements with accountants on accounting
and financial disclosure.

3.

Summary of selected financial data for last 5 years.

4.

Description of business activities.

5.

Segment information.

6.

Listing of company directors and executive officers.

7.

Market price of Company’s common stock for
each quarterly period w ithin the two most recent
fiscal years.

8.

Management’s discussion and analysis of finan
cial condition and results of operations.

Examples of items 1, 3, and 8 follow. Examples of seg
ment information disclosures are presented on pages 17-24.

Quarterly Financial Data
LONE STAR INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
34. Quarterly Financial Data (Unaudited)
Summarized quarterly financial data for 1993 and 1992 is as follows:
Quarter

(In thousands, except per share data)_______________________________________ First______Second_______ Third______ Fourth
1993
Net sales......................................................................................................
Gross profit (loss)..........................................................................................
Net income (loss)..........................................................................................
Net income (loss) per common share:
Primary and fully diluted.............................................................................
1992
Net sales......................................................................................................
Gross profit..................................................................................................
Net income (loss)..........................................................................................
Net income (loss) per common share:
Primary and fully diluted.............................................................................

$ 32,447
$
(638)
$(14,357)

$70,580
$9,147
$(28,287)

$72,778
$ 10,994
$11,480

$64,236
$8,311
$(4,876)

$

(0.94)

$ (1.78)

$

0.61

$ (0.37)

$ 33,500
$
(950)
$(129,559)

$ 64,685
$ 7,534
$3,139

$73,400
$ 13,000
$(36,847)

$58,513
$ 3,945
$(1,075)

$

$

$ (2.29)

$

(7.87)

.11

(.14)

3

Information Required by SEC Regulations

(1) Gross profit is net of depreciation expense relating to
cost of sales of $18,420,000 and $18,179,000 in 1993
and 1992, respectively.
(2) The effect of preferred stock on the fully diluted earn
ings per share computation for the quarters of 1993
and 1992 was antidilutive and, therefore, primary and
fully diluted earnings per share are equivalent.
(3) Earnings per share are computed independently for
each of the quarters presented. Therefore, the sum of
the quarterly earnings per share in 1993 and 1992
does not equal the total computed for the year due to

stock transactions which occurred during 1993 and
1992 (See Note 24).
(4) In the fourth quarter of 1992, the company adopted
Statement of Financial Accounting Standards No. 106,
“ Employers’ Accounting for Postretirement Benefits
Other than Pensions” and Statement of Financial
Accounting Standards No. 109, “ Accounting for
Income Taxes” effective January 1, 1992. The first
three quarters of 1992 have been restated for the effect
of adopting both statements (See Notes 30 and 31).

McCORMICK & COMPANY, INCORPORATED (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11. Q uarterly Data (Unaudited)

____________________ 1993 Quarters____________________
(Dollars in thousands, except per share data)_______________________ 1st________2nd________ 3rd________ 4th_________
Net sales................................................................................. $339,585
$361,300
$394,928
$460,753
$1,556,566
Gross p ro fit.............................................................................
122,902
132,427
155,226
192,602
603,157
Income before cumulative effect of accounting change...................
17,264
17,536(b)
24,367(c)
40,513(d)
99,680
Cumulative effect of accounting change for postretirement benefits ..
(26,626)
(26,626)
Net income (loss)......................................................................
(9,362)(a)
14,536(b)
24,367(c)
40,513(d)
73,054
Earnings per common share before cumulative effect of
accounting change.................................................................
.21(a)
.21(b)
.30(c)
.50(d)
1.22
Cumulative effect of accounting change for postretirement benefits ..
(.33)
_
_
_
(.3 3 )
Earnings (loss) per common share.............................................. $
(.12)(a) $
.21(b)
$.30(c) $
.50(d)
$.89
(a) Reflects $557 or $.01 per share reduction due to accounting change for postretirement benefits. As originally reported, net income was $17,821
or $.2 2 per share.
(b) Reflects $557 or $.01 per share reduction due to accounting change for postretirement benefits. As originally reported net income was $18,093
or $.2 2 per share.
(c) Reflects $557 reduction due to accounting change for postretirement benefits. As originally reported, net income was $24,924 or $.30 per share.
Also reflects $.02 per share reduction due to the increase in the federal corporate tax rate.
(d) Reflects $558 or $.01 per share reduction due to accounting change for postretirement benefits and $.01 per share reduction due to increase in
the federal tax rate.

_______________________________________________ 1
st
Net sales............................................................................. $322,255
Gross profit..........................................................................
123,525
Net income..........................................................................
17,324
Earnings per common share.................................................... $
.21

2 nd

$336,643
128,179
18,948(a)
$
.23(a)

(a) Includes gain from sale of industrial cleaning supply business of $1,900 or $.02 per share.

1992 Quarters
3rd
4th
$360,300
$452,171
141,448
190,823
23,923
35,022
$
.29
$
.43

Year
$1,471,369
583,975
95,217(a)
$
1.16(a)
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EATON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Q uarterly Data (unaudited)

Quarter Ended______________________________________________________ Dec. 31

Sept. 30

June 30

Mar. 31

(Millions of dollars, except for per share data)
1993
Net sales...........................................................................................................
Gross margin......................................................................................................
Percent of sales...............................................................................................
Income before extraordinary item ..........................................................................
Extraordinary item...............................................................................................
Net income.......................................................................................................
Per Common Share
Income before extraordinary item .......................................................................
Extraordinary item ...........................................................................................
Net income......................................................................................................
Cash dividends paid.........................................................................................
Market price
High...........................................................................................................
Low..............................................................................................................
1992
Net sales...........................................................................................................
Gross margin......................................................................................................
Percent of sales...............................................................................................
Income before cumulative effect of accounting changes...........................................
Cumulative effect of accounting changes
Postretirement benefits other than pensions.........................................................
Income taxes..................................................................................................
Net income (loss)...............................................................................................
Per Common Share
Income before cumulative effect of accounting changes ......................................
Cumulative effect of accounting changes
Postretirement benefits other than pensions.....................................................
Income taxes...............................................................................................
Net income (loss).............................................................................................
Cash dividends paid..........................................................................................
Market price
High...........................................................................................................
Low............................................................................................................
The fourth quarter of 1993 includes an acquisition
integration charge of $55 m illion before income tax credits
($34 m illion after income tax credits, or $.49 per Common
Share).
The redemption of debentures in 1993 resulted in
extraordinary losses of $5 m illion and $6 m illion before
income tax credits in the first and fourth quarters, respec
tively ($3 m illion and $4 m illion after income tax credits, or
$.05 per Common Share in each quarter). The previously
reported first quarter results were restated to segregate
the extraordinary loss.
Gross margin for the second quarter of 1993 was
reduced by a charge of $9 m illion for the restructuring of
certain vehicle components operations in Europe.
The third quarter of 1992 includes an $11 m illion gain,
before income taxes, on the sale of an interest in a lim ited

$1,115
297
27%
30
(4)
26
$ .41
(.05)
.36
.30
55⅜
48
$1,030
253
24%
39

39
$ .57

$1,053
266
25%
44

$1,147
279
24%
53

44

53

$ .63

$ .77

$1,086
275
25%
53
(3)
50

.63
.30

.77
.275

.76
(.05)
.71
.275

51¾
43

47⅛
41½

43¾
38¼

$1,012
223
22%
28

28
$ .40

$1,064
256
24%
41

41
$ .60

$

$ 995
235
24%
32
(274)
6
(236)
$ .46

.57
.275

.40
.275

.60
.275

(4.00)
.09
(3.45)
.275

40⅞
35

40⅜
35⅞

41⅝
35½

39⅜
30⅞

partnership. The gain was partially offset by the accrual in
the third quarter of 1992 of the contribution to the com
pany’s charitable trust of marketable securities with a
market value of $8 m illion.
In 1992, the Company adopted the new accounting
standards for postretirem ent benefits other than pensions
and income taxes, retroactive to January 1, 1992. Net
income in the first quarter of 1992 includes the cum ulative
effect of the accounting change for postretirem ent
benefits other than pensions for prior years of $442 m illion
before income tax credits ($274 m illion after income tax
credits, or $4.00 per Common Share). Net income in the
first quarter of 1992 also includes the cum ulative effect of
the accounting change for income taxes for prior years of
$6 m illion, or $.09 per Common Share.
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Selected Information For Five Years
ALPHA INDUSTRIES, INC. (MAR)
FIVE-YEAR FINANCIAL SUMMARY

____________________ Fiscal Year____________________
_______________________________________________________ 1993_______ 1992_______ 1991_______ 1990______ 1989

(In thousands, except per share amounts and financial ratios)
Results of Operations
Sales........................................................................................
Income (loss) before extraordinary item.........................................
Extraordinary item-utilization of net operating loss carryforward.........
Net income (loss)......................................................................
Per share data
Income (loss) before extraordinary item......................................
Extraordinary item...................................................................
Net income (loss)...................................................................
Weighted average common shares.............................................

$69,543
(2,987)
—
(2,987)

$71,032
113
9
122

$66,344
1,306
504
1,810

$64,684
(15,075)
—
(15,075)

$65,488
139
—
139

(.40)
—
$ (.40)
7,464

.02
—
$ .02
7,429

.18
.07
$ .25
7,246

(2.10)
—
$(2.10)
7,162

.02
—
$ .02
7,162

Financial Ratios
Return (based on net income— net loss)
On sales ...............................................................................
On average assets...................................................................
On average equity...................................................................
Current Ratio.............................................................................
Debtto Equity............................................................................

(4.3%)
(5.6%)
(8.1%)
2.26
11.8%

0.2%
0.2%
0.3%
2.90
13.1%

2.7%
3.1%
4.9%
2.11
14.0%

(23.3%)
(23.3%)
(34.7%)
1.54
15.8%

0.2%
0.2%
0.3%
3.41
11.7%

Financial Position
Working Capital..........................................................................
Additions to property, plant and equipment....................................
Total assets...............................................................................
Long-term debt..........................................................................
Long-term capital lease obligations..............................................
Stockholders’ equity...................................................................

$15,767
4,112
53,777
4,191
1,032
35,565

$17,800
1,274
53,211
5,030
_
38,456

$14,454
2,179
57,071
5,349
_
38,233

$9,341
4,835
59,385
5,664
_
35,906

$24,271
5,050
70,258
5,974
_
50,979

Other Statistics
New orders (net of cancellations)..................................................
Backlog at year-end...................................................................

70,500
$26,900

66,500
$25,900

65,200
$30,500

61,800
$33,000

69,000
$37,200
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BOWNE & CO., INC. (OCT)
FIVE-YEAR FINANCIAL SUMMARY

1993

1992

1991

1990

1989

$333,255,000
4,334,000
337,589,000

$282,201,000
3,813,000
286,014,000

$236,317,000
3,750,000
240,067,000

$201,217,000
3,919,000
205,136,000

$189,577,000
6,552,000
196,129,000

145,729,000
77,888,000
12,478,000
2,881,000
—
238,976,000
47,038,000
18,770,000
$ 28,268,000

127,231,000
70,504,000
13,693,000
3,548,000

116,309,000
59,179,000
11,764,000
3,419,000

Income before income taxes..........
Income taxes...............................
Net Income.................................. ...

173,061,000
90,322,000
12,859,000
2,336,000
—
278,578,000
59,011,000
23,692,000
$ 35,319,000

214,976,000
25,091,000
10,766,000
$ 14,325,000

190,671,000
14,465,000
6,049,000
$ 8,416,000

110,068,000
55,659,000
11,018,000
3,482,000
(159,000)
180,068,000
16,061,000
7,899,000
$ 8,162,000

BALANCE SHEET DATA
Current assets............................... ...
Current liabilities............................
Working capital.............................
Working capital ratio......................
Net plant and equipment...............
Total assets..................................
Long-term indebtedness.................
Stockholders’ equity......................

$152,504,000
64,719,000
87,785,000
2.36 to 1
88,840,000
283,624,000
8,836,000
196,683,000

$131,313,000
42,723,000
88,590,000
3.07 to 1
74,480,000
244,367,000
22,346,000
166,503,000

$113,176,000
38,729,000
74,447,000
2.92 to 1
68,968,000
225,666,000
30,807,000
144,448,000

$ 92,685,000
26,611,000
66,074,000
3.48 to 1
71,640,000
204,414,000
34,248,000
132,309,000

$ 99,674,000
28,517,000
71,157,000
3.50 to 1
68,967,000
205,474,000
34,360,000
131,462,000

$

$

$

$

$

OPERATING DATA
Revenues:
Net sales.................................. ...
Other .......................................
Expenses:
Cost of sales.............................
Selling and administrative............
Depreciation and amortization __
Interest....................................
Minority interest........................

PER SHARE
Net income.................................. ...
Book value..................................
Dividends....................................

2.05
11.37
.30

1.65
9.71
.26

—

—

.84
8.46
.25

.49
7.80
.25

.46
7.62
.25
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DURACELL INTERNATIONAL INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollar am ounts in m illions, except per share am ounts)
20. Selected Financial Data
Set forth below is selected consolidated financial data of the Company at and for each of the five fiscal years in the period
ended June 30, 1993.

________________ Fiscal Year Ended June 30,________________
___________________________________________________ 1993_________ 1992_______1991________1990_______1989
Operating Data;
Net sales.............................................................................
$1,742.2
$1,616.7
Restructuring......................................................................
(65.0)
_
Operating income.................................................................
241.6(2)
285.3
Interest expense...................................................................
45.6
80.3
Income (loss) before extraordinary items and
accounting change.................................................................
123.9(3)
166.8
Extraordinary items, net of income tax benefit..........................
—
(39.0)
Accounting change, net of income tax benefit...........................
(75.4)
Net income (loss).......................................................................
48.5
127.8
Per share data;
Income (loss) before extraordinary items and
accounting change.........................................................
1.04(4)
1.43
Extraordinary items............................................................
—
(.34)
Accounting change............................................................
(.63)
_
Net income (loss)..............................................................
.41
1.09
Dividends........................................................................
.48
—
Weighted average shares and share equivalents outstanding.......
118.8
116.9
Balance Sheet Data;
Total assets..........................................................................
Working capital.....................................................................
Total debt............................................................................
Stockholders’ equity..............................................................

$1,524.1
_
256.1
186.3

$1,334.6
_
225.6
203.9

$1,249.0(1)
_
126.0(5)
222.1

41.2
(75.4)

5.8
—

(105.9)
—

(34.2)

5.8

(105.9)

.50
(.92)
_
(.42)
—
82.3

.08
—
_
.08
—
72.8

(1.46)
—
_
(1.46)
—
72.8

$1,997.6
$2,156.6
$2,054.1
$2,111.3
202.5
215.8
148.4
141.4
504.5
734.1
923.3
1,448.7
981.8_______ 1,008.0______ 716.1______ 263.9

$2,133.6
129.9
1,488.6
231.1

(1
)Fiscal year 1989 included 53 weeks.
(2) Operating income was $306.6 before the restructuring charge.
(3) Income (loss) before extraordinary items and accounting change was $171.3 before the impact of restructuring costs, and $178.7 before restructur
ing costs and the annual operating charge for FAS No. 106.
()n
4
I come (loss) before extraordinary items and accounting change per share was $1.44 before the impact of restructuring costs, and $1.50 before
restructuring costs and the annual operating charge for FAS No. 106.
(5) Operating income for fiscal year 1989 includes $52.3, and income (loss) before extraordinary items and accounting change, and net income (loss)
each include $43.1 after-tax, of beginning inventory purchase accounting adjustments.

8

Section 1: General

MAGNETEK, INC. (JUN)
SELECTED FINANCIAL DATA

Statement of Income Data
For the years ended June 30,

1992

1993

1991

1990

1989

(Amounts in thousands, except per share data)
Net sales.....................................................................
Gross profit.................................................................
Income from operations................................................
Interest expense..........................................................
Income before extraordinary items and cumulative
effect of accounting changes......................................
Net income (loss)*.......................................................
PER SHARE OF COMMON STOCK:†
Income before extraordinary items and cumulative effect
of accounting changes..............................................
Net income (loss)*.......................................................
Weighted average shares of common stock outstanding__

$1,512,165
332,429
103,422
47,956

$1,229,811
296,845
105,837
43,023

$1,134,321
288,724
115,590
41,924

$1,055,420
265,333
107,813
43,874

$961,649
223,934
89,321
47,763

27,033
(21,701)

29,302
22,186

34,647
34,647

33,228
33,228

20,746
18,275

$

1.03
(.87)
29,750

$

1.15
.90
27,711

$

1.47
1.47
23,618

$

1.40
1.40
23,482

$

.97
.83
18,412

* 1993 includes a charge of $48,734 for the cumulative effect of accounting changes equal to $1.96 per common share.
1992 includes a $2,857 extraordinary loss equal to $.10 per common share and a charge of $4,259 for the cumulative effect of an accounting change
equal to $.15 per common share.
1989 includes a $2,471 extraordinary loss equal to $.14 per common share.
t For purposes of computing earnings per share of common stock, income before extraordinary items and cumulative effect of accounting changes
and net income have been adjusted for preferred stock dividends of $375 and $2,929 for the years ended June 30,1990 and 1989, respectively.
Balance Sheet Data
1993

As of June 30,

1992

1991

1990

1989

206,894
711,542
370,236

$220,490
646,570
328,610
19,100
98,762

(Amounts in thousands)
Working capital.............................................. ..........
Total assets................................................... ..........
Long-term debt, net of current portion............... ..........
Redeemable preferred stock.............................
Common stockholders’ equity........................... ............

$ 345,180
1,052,790
515,807
—

163,029

$250,230
934,559
416,581
—

196,463

$177,830
784,702
349,401
—

158,651

$

—

131,876

Management’s Discussion And Analysis of
Financial Condition And Results of Operations
AMERICAN HOME PRODUCTS CORPORATION (DEC)
M anagem ent’s D iscussion and Analysis o f Financial
Condition and R esults o f Operations
The following commentary should be read in conjunction
with the Consolidated Financial Statements and Notes to
Consolidated Financial Statements (Notes) on pages 28
to 38.
Results o f O perations
Net sales increased 5% to $8.3 billion in 1993, while net
sales for 1992 increased 11% from 1991 levels. W orldwide
health care products segment sales of $7.4 billion in 1993
were 5% higher than in 1992, and 1992 sales of $7.0 billion
were 13% above 1991 levels. Food products sales
increased 8% to $936 m illion in 1993 and 1% in 1992.
Net sales of health care and food products in the United
States in 1993 were $5.7 billion, an increase of 6% from
1992; 1992 net sales increased 10% from 1991. Foreign
sales increased 5% in 1993 to $2.6 billion and increased

13% in 1992 to $2.5 billion. Net sales of health care
products in the United States of $4.8 billion in 1993
increased 5% , and 1992 net sales of $4.6 billion increased
12%. U.S. pharm aceutical sales increased 5% in 1993,
due prim arily to unit volume growth of 3%. U.S. phar
maceutical sales growth of 14% in 1992 was due prim arily
to unit volume increases of 11%.
The Company voluntarily established a policy to lim it
the weighted average U.S. prescription pharmaceutical
price increase to not more than the increase in the
Consumer Price Index, which in 1993 was 2.7%. The
C om pany’s U.S. prescription pharm aceutical price
increase in 1993 was 2.6%. In 1992, the Company’s
weighted average U.S. prescription pharm aceutical price
increase was 3.7%, w hich approxim ated the 1992
increase in the Consumer Price Index.

Information Required by SEC Regulations

Unit volume growth in the U.S. pharmaceutical segment
was led by Premarin and increases in the anti-inflammatory
and veterinary product line categories. Genetics Institute,
Inc.’s (G.l.) recombinant antihemophilic factor (rAHF) bulk
product sales also contributed to this volume growth. U.S.
pharmaceutical sales growth was impacted by increased
competitive pressures on pricing in both the public and
private sectors, increases in Medicaid rebates, and
additional rebates under the Women, Infants and Children
Program. It is anticipated that these trends will continue
in this market in 1994, regardless of the outcome of
proposed health care reform legislation. U.S. pharma
ceutical sales increases in 1992 were due principally to
unit volume increases in female health care products,
the anti-inflammatory product, Lodine, and infant nutri
tional products.
Consumer health care sales in the United States
increased 5% to $1.2 billion in 1993 as price increases
were partly offset by unit volume declines of 3%. Unit
volume growth in the cough/cold/allergy product line was
more than offset by unit sales declines in some of the
Company’s analgesic products, particularly Anacin. How
ever, A dvil unit volume grew 8% in the United States in
1993. U.S. consumer health care sales were unfavorably
impacted by the continued growth of private label brands
and new competitive products. U.S. consumer health care
sales in 1992 were 12% higher than 1991 levels, due
principally to unit volume growth in the analgesic and
cough/cold/allergy product categories.
Medical supplies and diagnostic products sales in the
United States increased 6% in 1993, due principally to
increased unit volume as competitive conditions in the
hospital supply market held prices in many product cate
gories at 1992 levels. The acquisition of Symbiosis Corp.
(Symbiosis) in late 1992 and sales growth in Sherwood’s
disposable needle and syringe products contributed to
the sales increase. U.S. medical supplies and diagnostic
products sales in 1992 increased 4% as a result of the
acquisition of Symbiosis and Intelligent Medical Systems,
Inc. (see Note 2) and increased unit sales of cardiovascu
lar monitoring systems.
Foreign sales of health care products in 1993 increased
5% to $2.5 billion. Unit volume grew 5%, while price
increases of 6% were offset by unfavorable foreign
exchange rates. Foreign sales of health care products in
1992 of $2.4 billion increased 13%, due to 6% unit volume
growth, price increases averaging 5% and favorable
foreign exchange rates.
Foreign pharmaceutical sales increased 2% in 1993,
led by unit volume gains for female health care and infant
nutritional products. Excluding the effects of exchange
rates, foreign pharmaceutical sales would have increased
9% in 1993. The Company operates under governmental
price controls in many of its more significant international
markets and, during 1993, experienced price rollbacks in
several countries, including Germany and Italy. Pricing
pressures are expected to continue in 1994, particularly in
Europe. The Company was able to increase prices in line
with inflation and related currency devaluations in several
Latin American markets in 1993, particularly Brazil, which
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contributed to the foreign pharmaceutical sales gain.
However, changes in governmental health care policies
and, to a lesser extent, competitive conditions may con
strain prices in 1994. Foreign sales of pharmaceuticals
increased 14% in 1992, led by unit volume gains for infant
nutritional and female health care products.
Foreign consumer health care sales in 1993 increased
16% to $586 million, due primarily to unit volume growth
in the oral health care product line, particularly in Argen
tina, and inflation-related price increases in Brazil. In
1992, foreign consumer health care sales increased 12%,
primarily due to unit volume growth in the oral health care
product line.
Food product sales in the United States in 1993 were
$879 million, 9% above year-ago levels. This increase was
led by unit volume growth of 8%, principally as a result of
the M. Polaner, Inc. (Polaner) acquisition (see Note 2), with
additional volume contributions from Crunch ’n M unch.
Competitive conditions, primarily in certain regional and
specialty product markets, continue to constrain sales
growth. U.S. sales of food products in 1992 of $808 million
were 1% above 1991 levels.
Cost of goods sold in 1993, as a percentage of net sales,
was consistent with 1992 levels. Cost of goods sold in
1992 was one percentage point below 1991 levels, due
principally to operating efficiencies in the consumer
health care and food products businesses.
Selling, administrative and general expense, as a per
centage of net sales, decreased by approximately one
percentage point from 1992, due primarily to decreases in
media spending, particularly in the U.S. consumer health
care segment. Selling, general and administrative
expense in 1992, as a percentage of net sales, was consis
tent with 1991 levels.
Research and development expense increased 20% to
$663 million in 1993 and 28% to $552 million in 1992. The
increased expenditures in 1993 and 1992 were due, in
part, to G.I.’s research spending (see Note 2), net of its col
laborative revenues. Excluding G.I.’s expenditures,
research and development expenses increased 11% in
1993 and 19% in 1992. Pharmaceutical research and
development expense, as a percentage of worldwide
pharmaceutical sales, exclusive of nutritional sales, was
14% and 12% in 1993 and 1992, respectively.
As discussed in Note 8, other expense (income), net in
1993 reflects reduced net interest income, due primarily to
the use of cash balances and proceeds from debt issu
ances for acquisitions and common share repurchases in
1993 and 1992 and, to a lesser extent, lower interest rates
on invested funds. Foreign exchange rates, principally in
Brazil, also had an unfavorable impact on earnings in
1993. Other (income) expense, net in 1992 reflected lower
interest rates compared to 1991 and reduced foreign
exchange losses.
The growth in sales outpaced the growth in income
before taxes in 1993, exclusive of the 1992 special charge,
due primarily to the impact of recent acquisitions from
which the incremental sales contribution exceeded the
income contribution and also due to lower net interest
income previously mentioned.
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In August 1993, Congress passed the Omnibus Budget
R econciliation A ct o f 1993. The Company’s effective tax
rate of 26.3% in 1993 was not significantly impacted by
this legislation as the 1% increase in the corporate tax rate
to 35% , effective January 1 , 1993, was more than offset by
the retroactive reinstatement of the research tax credit.
The Company’s effective tax rate of 33.3% in 1992
reflected the non tax-deductible $220 m illion w rite-off of
the acquired research related to the G .I. acquisition. The
Company’s effective tax rate in 1994 is expected to
increase to approximately 28% -29% , due prim arily to a
reduction in Section 936 tax benefits derived from its
m anufacturing operations in Puerto Rico, offset, in part,
by incremental tax benefits from its m anufacturing opera
tions in Ireland (see Note 9).
As discussed above and in Notes 2, 4 and 9, reported
results in 1992 were impacted by the $220 m illion special
charge and the adoption of Statement of Financial
Accounting Standards Nos. 109 and 106. Excluding
the im pact of these non-recurring items from 1992 results,
net income and earnings per share increased 7% and
8% , respectively, in 1993 as these items, in the aggre
gate, contributed $90 m illion ($.29 per share) to 1992
net income.
As previously mentioned, intense com petition and
pricing pressures in the U.S. pharm aceutical and other
health care markets are expected to continue in the near
term , particularly from managed care organizations,
hospital associations/alliances, governmental agencies
and other large buying groups. In addition, health care
reform legislation in the United States has been proposed
to the Congress by President Clinton. Other health care
reform proposals from members of Congress are being
introduced with varied agendas on issues such as Medi
caid and Medicare rebates, price controls, governmental
alliances and other matters. Sim ilarly, in international
markets, particularly in Europe and Brazil, health care
spending is subject to increasing governmental scrutiny,
much of which is focused on pharm aceutical prices.
W hile we cannot predict the im pact this proposed health
care legislation w ill have on the Company’s worldwide
results of operations, we believe the pharm aceutical
industry w ill continue to play a very positive role in helping
to contain global health care costs through the develop
ment of innovative products. However, it is expected that
global market forces w ill continue to constrain price
growth regardless of the outcome of health care reform.
The Company is not dependent on any one patentprotected product or line of products for a substantial
portion of its revenues or profits. However, Prem arin, the
Company’s conjugated estrogens product, which no
longer is patent-protected, does contribute significantly to
sales and profits. W hile Prem arin presently is subject to
com petition from other hormone replacement products, it
currently is not subject to com petition from generic
conjugated estrogens products. The Company cannot
presently predict the tim ing of regulatory approval of such
generic products and their potential impact on the market.

Financial Condition and Liquid ity
Cash, cash equivalents and marketable securities as of
December 3 1 ,1993 totaled $2.2 billion. Principal sources
of cash in 1993 were operating activities, which generated
$1.7 billion, and the proceeds from the issuance of $250
m illion of 30-year debentures (see Note 3). These funds
were used principally for dividend payments of $888 m il
lion, common share repurchases of $277 m illion, and
additions to property, plant and equipm ent of $518 m illion.
In 1992, the Company issued $500 m illion of mediumterm notes. These funds, in addition to operating funds of
$1.5 billion, were used for dividend payments, share
repurchases, capital additions and the acquisitions noted
in the following paragraphs.
On March 1 9 ,1993, the Company acquired all the out
standing common stock of Polaner for $67.5 m illion (see
Note 2).
Effective January 16, 1992, the Company acquired a
m ajority interest in G .l. (see Note 2). The cost to the Com
pany to acquire the outstanding G .l. shares, which the
Company does not own, ranges from approximately $1.0
billion to $1.3 billion under the option discussed in Note 2.
As also discussed in Note 2, in September 1992,
the Company acquired 100% of the common stock of
Symbiosis, a developer and m anufacturer of disposable
instrum ents for endoscopic and laparoscopic surgery, for
$175 m illion.
The Company continued to expand and upgrade its
operating plants, research facilities and office facilities
during the year. Significant capital projects included the
com pletion of pharm aceutical m anufacturing facilities in
Ireland and the expansion of Prem arin m anufacturing
facilities in Canada. The expansion of research and
developm ent facilities in Radnor, Pennsylvania, and
Andover, Massachusetts, also continued in 1993. In October
1993, the construction of the new corporate headquarters
in Madison, New Jersey, was completed. The Company
also continued to invest capital in its m anufacturing facili
ties to com ply w ith environmental regulations.
The Company has significant cash balances, a con
sistent ability to generate cash flow from operations
and available funds under its Revolving Credit Facility
Agreement (see Note 3). The Company foresees no d iffi
culty in m aintaining its present financial condition and
liquidity and the ability to finance its global research and
development, capital programs and other foreseeable
future needs.
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L.B. FOSTER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
R esults o f O perations

Three Months Ended
December 31,
1992
1993

Twelve Months Ended
December 31,
1992
1993

1991

(Dollars in thousands)

Net Sales:
Tubular Products ............................................................ ..........
Rail Products................................................................ ..........
Construction Products.................................................... ..........
Total Net Sales.......................................................... ..........

$12,671
19,332
19,176
$51,179

$25,860
10,703
16,013
$52,576

$ 68,517
75,141
68,633
$212,291

$ 91,478
48,080
65,403
$204,961

$103,491
46,063
71,470
$221,024

$

376
3,160
1,971
5,507

$ 2,256
1,145
2,157
5,558

$ 3,935
11,828
8,740
24,503

$ 7,313
4,763
8,907
20,983

$ 11,243
4,533
9,490
25,266

Gross Profit:
Tubular Products...........................................................
Rail Products............... ................................................
Construction Products....................................................
Total Gross P rofit.......................................................

..........
..........
..........
..........

Expenses:
Selling and Administrative Expenses.................................
Interest Expense............................................................
Other Expense (Income) ................................................
Total Expenses..........................................................

..........
..........
..........
..........

5,482
480
98
6,060

4,966
691
(174)
5,483

21,366
2,408
191
23,965

19,855
2,786
(2,099)
20,542

21,202
2,999
480
24,681

..........
..........

(553)
(448)

75
0

538
(361)

441
30

585
12

..........
..........
..........

(105)
0
$ (105)

75
0
75

899
670
$ 1,569

411
0
411

573
0
573

Income (Loss) Before Income Tax Expense............................
Income Tax (Benefit) Expense.............................................
Income (Loss) Before Cumulative Effect of Change in
Accounting Principle .....................................................
Cumulative Effect of Change in Accounting Principle..............
Net Income (Loss)............................................................

Fourth Quarter of 1993 vs. Fourth Quarter of 1992
The net loss for the current quarter was $0.1 m illion or
$0.01 per share. This compares to a profit of $0.1 m illion or
$0.01 per share for the 1992 fourth quarter. Net sales in
1993 were $51.2 m illion or 3% less than the comparable
period last year. Changes in net sales are prim arily the
result of changes in volume rather than changes in price.
Tubular products’ net sales were $12.7 m illion or a
decrease of 51% from 1992. The decrease was the result
of lower sales volume in all tubular operations. Rail
products’ net sales were $19.3 m illion or 81% higher than
the 1992 fourth quarter. Transit and new rail product sales
were significantly higher due to shipm ents on several
major mass transit projects. Additionally, net sales of rail
products benefited from the 1993 second quarter acquisi
tion of certain assets of Midwest Corporation. Construc
tion products’ net sales were $19.2 m illion, an increase of
20% due to higher sales of piling products.
The gross margin percentage for the total company in
both the 1993 and 1992 fourth quarters was approximately
11%. The gross margin percentage for tubular products
decreased over 66% because of lower activity levels at
the Company’s coated pipe operations. Rail products’

$

$

$

gross margin percentage increased 53% from the com
parable period last year as a result of improved margins
on used rail products and sales related to the Midwest
acquisition. The construction segm ent’s gross margin
declined 24% from the 1992 fourth quarter prim arily due
to a decline in pile driving equipm ent rental activity.
The Company generally values its inventories at the
lower of last-in, first-out (LIFO) cost or market. During the
1993 fourth quarter, the Company recorded a $0.3 m illion
reduction of the LIFO provision as compared to a $0.4 m il
lion increase in the provision in the 1992 fourth quarter.
Selling and adm inistrative expenses increased 10% in
the 1993 fourth quarter over the same period last year. The
increase was attributable in part to a $0.3 m illion provision
for realignm ent of the Company’s tubular sales force and
in part due to an increase in Rail Product’s sales force as
a result of the Midwest acquisition. Interest expense
declined 30% from the comparable period last year as a
result of lower interest rates. Other expense in 1993
includes a $0.2 m illion provision for the shutdown of two
tubular products facilities. The 1993 fourth quarter
includes a $0.4 m illion favorable adjustm ent of the income
tax provision, principally as a result of changes in net
operating loss recognition and the valuation allowance.
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The Year 1993 Compared to the Year 1992
The net income for 1993 was $1.6 m illion or $0.16 per
share which compares favorably to the 1992 net income of
$0.4 m illion or $0.04 per share. The current year’s net
income includes a gain of $0.7 m illion from the required
adoption of Statement of Financial Accounting Standards
(“ SFAS” ) No. 109, “ Accounting for Income Taxes” in the
first quarter of 1993 (see Note 2 to the consolidated finan
cia l statem ents). Net sales in 1993 were $212 m illion or an
increase of 4% over 1992 period. Changes in net sales are
prim arily the result of changes in volume rather than
changes in prices.
Tubular products’ net sales in 1993 decreased to $68.5
m illion, or 25% from last year as a result of sales declines
in all tubular product lines. Rail products’ net sales
improved 56% to $75.1 m illion as sales in all rail units
increased significantly over 1992. Transit and new rail
product sales were boosted by shipments on several
major projects. Additionally, net sales of rail products
benefited from the 1993 second quarter acquisition of
certain assets of Midwest Corporation. Construction
products’ net sales increased to $68.6 m illion or 5% , as
a result of higher sales and rentals of piling and pile driv
ing equipment.
The gross margin percentage for the total company in
1993 was approximately 11%, a 13% increase over the
depressed 1992 gross margin percentage. The gross mar
gin percentage for the tubular products segment declined
28% due prim arily to lower margins earned by the
Company’s coated pipe operations. Rail products’ gross
margin percentage increased approximately 60% from
the comparable period last year as a result of improved
margins on all rail products. Construction products gross
margin percentage declined slightly from 1992 levels.
The Company generally values its inventories at the
lower of cost or market. During 1993, changes in inventory
levels and values resulted in a $0.4 m illion reduction in the
required LIFO reserve. In 1992, the Company reduced
quantities of certain tubular inventories that had current
costs lower than their historical costs. The effect of these
reductions in 1992 was to increase cost of goods sold by
$1.0 m illion. Reductions in other inventories, as well as
changes in inventory costs, partially offset this liquidation
provision and the Company recorded a net LIFO provision
of $0.6 m illion.
Selling and adm inistrative expenses increased 8% in
1993 over last year prim arily as a result of the inclusion of
Allegheny Rail Products (acquired during the second
quarter of 1992) for the full period and higher selling
expenses. The selling expense increase was attributable
in part to a $0.3 m illion provision for the realignm ent of the
Company’s tubular sales force and in part due to an
increase in the rail products sales force as a result of the
Midwest acquisition. Other expense in 1993 includes a
charge of $0.4 m illion for the costs associated w ith the
shutdown of certain tubular yard and plant facilities. The
shutdown of these facilities w ill not have a material
adverse effect on the future operating results. Other
income in 1992 included a $1.6 m illion gain from a settle
ment with the Company’s bonding company and a gain of
approximately $0.5 m illion from the sale of certain securi
ties held as investments.

As previously stated, during the 1993 first quarter the
Company was required to adopt the provisions of SFAS
No. 109 for income tax accounting. As perm itted by that
statement, prior period results were not restated. Note 12
to the consolidated financial statements provides addi
tio n a l inform ation concernin g the im pact of th is
pronouncement on the Company’s financial statements.
In 1993, the income tax rate is less than the statutory
rate principally as a result of changes in net operating
loss recognition and the valuation reserve. In 1992, the
provision for income taxes reflected the estimated taxes
payable under the alternative minimum tax.
The Year 1992 Compared to the Year 1991
Net income for 1992 was $0.4 m illion or $0.2 m illion less
than in 1991. Net sales in the current year were $205 m il
lion or 7% less than 1991.
Net sales of tubular products declined 12% in 1992. A
10% increase in the net sales of coated pipe services was
more than offset by declines in the sales of other tubular
products, particularly a 23% drop in the Company’s ware
house pipe distribution business. Rail products’ net sales
increased 4% in 1992 as the increase in sales from the
recently acquired ARP unit more than offset the reduction
in used rail sales. Net sales of construction products
declined 8% due to general weakness in construction
markets, particularly in the market for piling products.
The gross margin percentage for tubular products
declined approximately 27% in 1992 principally because
of a decrease in margins earned on warehouse pipe distri
bution sales and in particular double submerged arc weld
(DSAW) pipe. This unit’s margins suffered from reduced
demand and significant supply overcapacity in the
marketplace. Tubular margins also were reduced by a
charge for the shutdown of the Company’s sprinkler pipe
operation and the write-down of certain tubular inventories
during the second quarter of 1992. The discontinuance of
sprinkler pipe manufacturing w ill not have a material
effect on future operating results of the tubular segment.
Rail and construction products’ gross margin percen
tages were relatively unchanged in 1992 from 1991.
During 1992, the Company reduced quantities of cer
tain tubular inventories which had current costs lower
than their historical costs. The effect of these reductions in
1992 was to increase costs of goods sold by $1.0 m illion.
Reductions in other inventories, as well as changes in
inventory costs, partially offset this liquidation provision
and the Company recorded a net LIFO provision of $0.6
m illion. In 1991, changes in inventory levels and values
resulted in a $0.4 m illion reduction in the LIFO reserve
required.
Selling and adm inistrative expenses declined 6% in
1992 from 1991. Reductions in selling and legal expenses
more than offset the addition of ARP adm inistrative
expense. During 1991, the Company incurred expenses
of approximately $0.3 m illion to reorganize its sales
offices. Legal expenses were higher in 1991 because the
Company was involved in litigating a claim which was set
tled in 1992 and resulted in the gain discussed in other
income. Interest expense declined 7% prim arily due to
lower average borrowings to finance inventory and
accounts receivable.
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Other income in 1992 includes a gain of $1.6 m illion
from the settlem ent of a claim the Company had made
against its bonding company. Additionally, other income
included a $0.5 m illion gain related to the sale of certain
securities held as investments. The provision for income
taxes in both periods represents the estimated taxes pay
able due to the application of the alternative minimum tax.
Liquidity and Capital Resources
The Company’s ability to generate internal cash flow
“ liquidity” results from the sale of inventory and the col
lection of accounts receivable. During 1993, the average
turnover rate for accounts receivable declined from the
prior year due to a shift in product mix and receivables
from several m unicipal projects. The average turnover
rate for inventory during 1993 improved over the prior year
as a result of lower average inventories of tubular
products. W orking capital was $50 m illion at December
3 1 , 1993 versus $48 m illion at December 3 1 , 1992.
On May 4, 1993, the Company acquired certain railrelated assets and trade payables of Midwest Corporation,
a subsidiary of UNR Industries for approximately $5 m il
lion. The purchase includes a plant in Pomeroy, Ohio for
manufacturing light trackwork, plus its distribution business
for new and used rail products. During 1993, the Company
had capital expenditures of $2.4 m illion, including those
financed by capital leases. Capital expenditure amounts
in 1994 are planned to be comparable to 1993 and are
anticipated to be funded by cash flows from operations
and the proceeds from the normal disposition of used
rental pool assets.
The Company’s $40 m illion revolving credit agreement
was amended as of December 31, 1993 to extend the
expiration date to July 1 ,1996. Total revolving credit agree
ment borrowings at December 31, 1993 and 1992 were
$26.5 m illion. At December 31, 1993, the Company had
approximately $13.5 m illion in unused borrowing com
mitment of which $6.2 m illion was available. The amount
of borrowings available is lim ited to 75% of eligible
accounts receivable and 45% of eligible inventory. Under
the agreement, no funds were available at December 31,
1993 for dividend payments. Management believes its
internal and external sources of funds are adequate to
meet anticipated needs.
Other Matters
Management continues to evaluate the overall perfor
mance of each of the Company’s operations. During 1993,
the Company shut down its Houston Fosterweld pipe
plant and made provisions to shut down two tubular
facilities in Hightstown, New Jersey and Tampa, Florida.
The leased Houston facility was closed because market
conditions in the Southwest region of the country continue
to favor concrete pressure pipe over steel pipe. The Hights
town, New Jersey facility produced Fosterweld pipe for
use as foundation piling which is not anticipated to be
price com petitive with other piling products. Additionally,
the location served as a yard storage location for other
products and an equipment depot, which functions w ill be
moved to other sites in the Northeast. The leased Tampa,
Florida facility was principally a tubular storage yard and
customers w ill be served by other locations.

13

As of January 1, 1993, the Company entered into an
agreement with its predecessor to share the environmen
tal remediation costs up to $2.7 m illion associated with a
form er coal tar pipe coating operation. During 1993, the
Company and its predecessor contributed $1.4 m illion
and $1 m illion, respectively, to remediate the site. The
project is anticipated to be completed during 1994. The
Company has accrued its estimated share of the remain
ing costs which are $0.1 m illion.
The Company owns property in Louisiana that it cur
rently leases to a third party. A previous owner stored
asbestos on th is land and subsequently file d for
bankruptcy. A remediation proposal has been subm itted
to the state which w ill cost approximately $0.1 m illion.
There is no guarantee the state w ill accept the Company’s
proposal which could add to the final remediation cost
of the site, which cost cannot be determined at this time.
Additionally, the Company Is responsible for certain
creosote waste contained in an impoundment in Indiana.
The present value of the m onitoring costs for this site are
estimated to be $0.1 m illion. If the current remediation
proves to be inadequate in the future, the Company could
incur additional costs. Including the above mentioned
accruals, at December 31,1993, the Company has accrued
approximately $0.5 m illion for all future nonrecurring
environmental matters.
It is not possible to quantify with certainty the potential
impact of all actions regarding environmental matters,
particularly future remediation and other com pliance
efforts. However, in the opinion of management, com pli
ance with present environmental protection laws w ill not
have a material adverse effect on the financial position of
the Company. The Company’s efforts to com ply with
increasingly stringent environmental matters may have an
adverse effect on the Company’s future earnings.
A North Carolina utility has asserted that it sustained
damages due to an alleged failure of both a former subsidi
ary of the Company and a subcontractor of the Company
to perform various obligations under a contract to supply
an ash handling system. In September 1993, a suit
was filed in the U.S. D istrict Court in North Carolina for
approximately $2 m illion. The Company has not yet
determined the extent, if any, of its potential liability.
Although no assurances can be given, the Company
believes that its subcontractor should ultim ately be
responsible for a substantial portion of any liabilities that
arise out of the u tility’s claims. Management anticipates
that its subcontractor w ill file a cross-claim against the
Company, which claim the Company w ill resist.
In March, 1994, a C alifornia water authority informed
the Company that the authority could incur costs in
excess of $10 m illion to repair or replace allegedly defec
tive lined pipe sold by the Company in the late 1970’s. The
Company has not had an adequate opportunity to inves
tigate and cannot determ ine at this tim e whether it has any
potential liability in this matter.
Realization of the net deferred tax assets recorded is
dependent upon the Company earning approximately
$2.5 m illion of taxable income in future years. Manage
ment believes that existing levels of pretax earnings are
sufficient to generate this level of income.
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Outlook
The Company’s future operating results may be affected
by a number of factors. The Company is dependent upon
a number of major suppliers. If a supplier had operational
problems or ceased making material available to the
Company, operations could be adversely affected. The
Company’s operations are in part dependent upon gov
ernmental funding of infrastructure projects. Significant
changes in the level of government funding of these
projects could have a favorable or unfavorable impact on
the operating results of the Company. Additionally,
governmental actions concerning taxation, tariffs or other
matters could have a favorable or unfavorable im pact on
the operating results of the Company. The Company’s
operating results may also be affected by the weather.
The Company currently estimates that it w ill report a
loss for the first quarter of 1994, although it anticipates
that operating results w ill be better than the 1993 first
quarter. The severe winter weather adversely affected the
Company’s rail and construction segments, while slow
sales activity continues to hinder the Company’s tubular
operations.
Looking further ahead, the 1994 outlook fo r the
Company’s tubular segment remains unfavorable. The
tubular products backlog declined to $14 m illion at
December 31,1993 from $16 m illion at the end of the previ
ous year. Management anticipates that the warehouse
pipe unit’s operating results w ill continue to be impacted
by the depressed activity levels in the oil and gas industry.
Additionally, the Company’s Birmingham fusion bond
coating plant continues to suffer from low order entry.
Fosterweld operations remain a disappointm ent and the
Company has decided to tem porarily idle its Savannah,
Georgia facility until such tim e as market conditions
warrant reactivating the operation. Construction products
backlog increased to $27 m illion at year-end from $10 m il
lion at the end of 1992, prim arily as a result of a single
major piling project in the Midwest. The outlook for
construction products is dependent on the future govern
ment spending levels and to a lesser extent on overall
economic activity. At December 3 1 , 1993, backlog for the
Company’s rail products segment increased to $35 m il
lion from $22 m illion at the end of the previous year. The
increase was principally in new rail and transit products.
Additionally in 1993, the Company’s light trackwork facility
(acquired during the second quarter) operated for only
part of the year and at a lower than anticipated level as a
result of the recently ended coal strike. Overall, the outlook
for the rail products segment and the Company continues
to be positive.

KELLOGG COMPANY (DEC)
MANAGEMENT’S DISCUSSION AND ANALYSIS
S trategic and Financial O bjectives
Management’s prim ary objective is to increase share
holder value over time. To achieve this objective, the
Company has implemented a long-term business strategy
which focuses on continuing aggressive investment in
new cereal markets, increasing returns on existing invest
ments, maxim izing cash flows, and m inim izing the cost of
capital through appropriate financial policies. The success
of this strategy is reflected in the Company’s superior
earnings, return on equity, total return to shareholders,
and its overall strong financial condition.
G lobal M arketplace
Because of its strong global market share leadership,
the Company is uniquely positioned to benefit from the
continued increase in cereal consumption around the
world. As of December 31, 1993, our market share was
43% globally, 38% in North America, 47% in Asia-Pacific,
50% in Europe, and 78% in Latin America. This favorable
positioning in existing markets is accompanied by leader
ship in entering new markets w ith substantial long-term
potential. Kellogg opened a new cereal plant in Latvia in
1993 and has plants scheduled to begin production in
India in 1994 and in China in 1995. We plan to make our
products available to a billion new consumers by early in
the next century, more than doubling our present reach.
Lifestyle and demographic changes in major markets
around the world favor a continued increase in consump
tion of ready-to-eat cereal, our core product line. Two
particularly important trends are ever-increasing recognition
by consumers around the world of the nutritional value of
cereal and the accelerating move of the “ baby boom’ ’
g e n e ra tio n from young a d u lth o o d , w here cereal
consumption is relatively low, to m iddle age, where cereal
consumption grows steadily. The Company believes it
has developed the worldwide infrastructure and financial
resources needed to continue its leadership of cate
gory growth.
R esults o f O perations

1993 Compared to 1992
Revenues
Kellogg revenues are obtained prim arily from the sale of
ready-to-eat cereals in more than 150 countries. Kellogg
has been marketing cereals since 1906 and is the global
market share leader by nearly a three-to-one advantage.
Increased revenues are obtained by reaching consumers
in both new and developed markets with products that are
both nutritious and superior in quality. The introduction of
new products is vital to the Company’s long-term financial
strength. For 1993, the Company introduced 24 new
products worldwide.
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Despite intense com petition, continued recessions in
several major markets, and unfavorable currency move
ments, worldwide revenues increased by 2% for 1993,
marking the 49th consecutive annual increase. The
increase was achieved through higher selling prices and
a 2% increase in cereal volum e, being negatively
impacted by foreign currency movements. Forty percent
of all revenues are derived from outside the United States
and are subject to foreign currency fluctuations. Exclud
ing the negative effects of currency movements, 1993
sales would have increased 6% . During 1993, sales within
the United States rose by 6% from increased selling
prices and volume for both cereal and convenience foods.
1993 European sales, which were significantly affected
by unfavorable foreign currency fluctuations, were down
8% . If the effects of foreign currency are excluded, Euro
pean sales would have risen 4% . Sales for other areas
grew by 2% from increased volume and higher selling
prices, being partially offset by the negative impact of
currency fluctuations. Excluding the effects of negative
currency movements, other area sales would have
increased 6%.
Other revenue for 1993 includes a total pretax gain of
$65.9 m illion ($.20 per share) from the sale of the Com
pany’s British carton-container division ($.10 per share)
and its Argentine snack food business ($.10 per share). In
recent years the Company has divested units that do not
fit with its long-term strategic plan. Other deductions for
1993 includes pretax charges of $64.3 m illion ($.18 per
share) from the write-down of certain assets in Europe and
North America.
Expenses and Profit Margins
Cost of goods sold as a percent of sales was 47% for the
year, the lowest in the last decade. Higher selling prices,
increased volume, and worldwide productivity gains in
factory operations are among the factors that contributed
to this lower ratio.
Intense global com petition requires heavy investment
in value-added marketing. Selling and adm inistrative
expense represented 36% of each sales dollar in 1993.
The Company is committed to building strong, iong-term
brand franchises through effective advertising.
Gross interest expense, prior to amounts capitalized,
increased to $40.4 m illion for 1993, compared to $33.6 m il
lion for 1992. Higher debt levels caused the increase. The
Company expects average borrowing levels and related
interest expense to be slightly higher during 1994.
The Company’s effective tax rate was 34.2% for the
year, compared to 36.2% for 1992. The tax rate declined
for a number of reasons. Decreased statutory rates in
countries such as Germany, Australia, Canada, and
South Africa more than offset the United States tax rate
increase of 1993. The Company’s 1994 effective tax rate is
expected to be approximately 38%.
For 1993, earnings per share were $2.94 and earnings
were $680.7 m illion, compared to 1992’s earnings per
share of $1.81 and earnings of $431.2 m illion. Excluding all
one-time events for both years, earnings per share were
$2.92, up 6% over $2.75 in 1992; and net earnings were
$675.5 m illion, up 3% . W ithout the negative im pact of
foreign currency fluctuations, earnings per share would
have been up 10% and net earnings up 6% .
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Geographically, earnings before the cum ulative effect
of an accounting change were lower by 1% for the United
States and by 1% for Europe, and up 7% for other areas.
Excluding all one-time events for both years, the United
States would have been up 7% , Europe down 9% , and
other areas up 2% . W ithout the negative impact of foreign
currency movements, Europe would have been up 4%
rather than down 9% .
Statem ent of Financial Accounting Standards 112,
“ Employers’ Accounting for Postemployment Benefits,’ ’
was issued in November 1992. This statement had no
material effect on the Company’s financial condition or
results of operations.
1992 Compared to 1991
W orldwide revenues for 1992 increased 7% to $6.2 billion
on the strength of a 5% gain in cereal volume and higher
selling prices. During January 1992, the Company sold
Fearn International Inc., a U.S. food-service subsidiary.
Excluding 1991 sales by Fearn, 1992 sales would have
increased by 9% instead of 7%. Foreign currency fluctua
tions had a m inim al im pact on 1992 worldwide revenues.
Sales w ithin the United States increased by 5% ; how
ever, excluding Fearn sales from 1991, the increase was
8% . This increase resulted from increased volum e
coupled with higher selling prices. European sales were
up a solid 14% for the year due to a volume gain of 6%
coupled w ith higher selling prices and the positive im pact
of foreign currency fluctuations. Sales for other areas
grew by 6% from improved volume and selling prices,
partially offset by negative foreign currency movements.
Other revenue includes a total pretax gain of $58.5 m il
lion ($.16 per share) from the sale of Fearn International
Inc. Other deductions includes a pretax charge of $22.4
m illion ($.05 per share) from the disposition of con
venience foods operations in Canada and other North
Am erica assets.
Cost of goods sold as a percent of sales was 48% , com
pared to 49% in 1991. Factors such as improved volume,
positive inventory management, and improved factory
productivity contributed to the decline. Selling and
adm inistrative expense represented 35% of each sales
dollar in 1992, compared to 33% in 1991.
Gross interest expense, prior to amounts capitalized,
decreased to $33.6 m illion, compared to $60.7 m illion in
1991. Lower interest rates and debt levels led to the
decline. The Company’s effective tax rate was 36.2%,
compared to 38.4% for 1991. The decline in the rate
resulted from lower effective tax rates in certain interna
tional locations.
For 1992, earnings per share were $1.81 and earnings
were $431.2 m illion, compared to earnings per share of
$2.51 and earnings of $606 m illion in 1991. Excluding ali
one-time events and the accounting change, earnings per
share were $2.75, up 10%, and earnings were $657.1 m il
lion, up 8% .
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Effective January 1 , 1992, the Company adopted State
ment of Financial Accounting Standards (FAS) 106,
“ Em ployers’ Accounting for Postretirem ent Benefits
Other Than Pensions.’’ This standard requires that the
estimated cost of postretirem ent benefits, principally
health care, be accrued over the period earned rather
than expensed as incurred. The transition effect of
adopting FAS 106 on the immediate recognition basis, as
of January 1, 1992, resulted in an after-tax charge of
$251.6 m illion or $1.05 per share.
Geographically, earnings before the cum ulative effect
of the accounting change were up 18% for the United
States, up 9% for Europe, and down 6% for other areas.
Excluding the sale of Fearn and the one-time asset
w riteoffs, United States earnings would have been up 9%
and other areas up 5%.
Liquidity and Capital Resources
The financial condition of the Company remained strong
during 1993. Company operations have historically
provided a strong, positive cash flow which, along with the
program of issuing commercial paper and m aintaining
worldwide credit facilities, provides adequate liquidity to
meet the Company’s operational needs. Cash and cash
equivalents totaled $98 m illion at December 31, 1993,
compared to $126 m illion at December 3 1 , 1992.
Cash provided by operating activities amounted to $800
m illion in 1993, compared to $742 m illion in 1992 and $934
m illion in 1991. The Company’s current ratio (current
assets over current liabilities) was 1.0:1.0 for 1993 and
1.2:1.0 for 1992.
The Company m aintains credit facilities with banking
institutions in the United States and other countries where
it conducts business. At year-end, the Company had $613
m illion of short-term lines of credit, of which $569 m illion
were available.
Funds expended for capital improvements in 1993
totaled $450 m illion, compared to $474 m illion in 1992 and
$333 m illion in 1991. In 1994, capital expenditures are
expected to be approximately $400 million as the Company
continues to invest globally in expansion and moderniza
tion of its facilities. The capital program remains focused
on producing the highest quality product at the lowest
possible cost.
The Company’s debt to total capital ratio was 35% at
December 3 1 ,1993, compared to 21% in 1992. The Com
pany’s increased share repurchase program led to higher
debt levels resulting in the higher ratio. The Company
continues to enjoy the highest available debt ratings on
both its commercial paper and long-term debt.
At December 3 1 ,1993, the Company had on file a “ shelf
registration’ ’ of $200 m illion with the Securities and
Exchange Commission to provide for the issuance of debt
in the United States. The net proceeds from any offering
under the “ s h e lf’’ would be added to the Company’s
working capital and be available for general corporate
purposes.
In October of 1993, the Company issued $265 m illion
Canadian Eurodollar 5-year Notes with a 6.25% interest
rate. During 1992, $300 m illion 5-year notes were issued
with a 5.9% interest rate. The first two years of both notes
were swapped into variable rate debt. In March 1992, the
Company’s $200 m illion 9.5% Eurodollar Notes matured.

Notes payable are comprised principally of floating
interest rate obligations that had an average interest rate
of 4% in 1993, compared to 6% during 1992.
Dividends paid per share of common stock rose 10%
in 1993, marking the 37th consecutive year of increase.
The trend of increased dividends is expected to continue
in 1994.
During 1993, the Company purchased 9,487,508 shares
of its common stock at an average cost of $58 per share.
In 1992, a total of 3,497,000 shares were purchased at an
average cost of $63 per share. Treasury stock purchases
were made under plans authorized by the Company’s
Board of Directors. At December 31, 1993, an additional
$353 m illion of stock could be purchased through Decem
ber 1994 under current Board authorization.
Looking Forward
Management is not aware of any adverse trends that
would m aterially affect the Company’s strong financial
position. Should suitable investment opportunities or
working capital needs arise that would require additional
financing, management believes that the Company’s
triple A credit rating, strong balance sheet, and history
of exceptional earnings provides a solid base for obtain
ing additional financial resources at com petitive rates
and terms.
Kellogg is a global market leader backed with a solid
financial infrastructure that provides a com petitive advan
tage. The Company is committed to long-term earnings
per share growth with above average return on equity.
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SEGMENT INFORMATION
Statem ent o f Financial Accounting Standards No. 14
requires that financial statements presented in conform ity
with generally accepted accounting principles include
specified inform ation relating to a reporting entity’s opera
tions in different industries, its foreign operations
and export sales, and its major customers. SFAS No. 14
describes the inform ation to be presented and the formats
for presenting such inform ation. Statem ent o f Financial
Accounting Standards No. 21 amends SFAS No. 14 by stat
ing that the requirements of SFAS No. 14 do not apply to
nonpublic enterprises.
Table 1-3 shows the type of segment inform ation most
frequently presented as an integral part of the 1993 finan
cial statements of the survey companies. Examples of
segment inform ation disclosures follow.

TABLE 1-3: SEGMENT INFORMATION
Number of Companies
1993 1992 1991 1990
Industry segments
Revenue...............................
Operating income or loss.........
Identifiable assets...................
Depreciation expense..............
Capital expenditures...............
Geographic areas
Revenue...............................
Operating income or loss .......
Identifiable assets...................
Depreciation expense..............
Capital expenditures................
Export sales.............................
Sales to major customers..........

354
317
349
349
346

363
322
352
348
343

367
332
355
352
347

371
336
368
365
367

250
198
238
17
20
142
160

238
180
229
16
20
143
154

234
189
222
15
17
148
142

216
171
207
17
21
131
151

Industry Segments
DEAN FOODS COM PANY (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Business Segm ent Inform ation
The nature of products classified in the business segments presented herein is described on pages 10 through 16. Inter
segm ent sales are not material.
“ Corporate and O ther” includes revenues and expenses of the Company’s transportation subsidiary and canned
meats processed under government bid contracts. General corporate expenses, interest expense, and interest income
are classified as “ Corporate and O ther.” Identifiable assets are those used in the Company’s operations in each
segment.

Dairy
Products

Specialty
Food
Products

Corporate
and Other

Consolidated

1993
Sales................................................................................................
Operating earnings ..............................................................................
Identifiable assets...............................................................................
Depreciation and amortization................................................................
Capital expenditures............................................................................

$1,437,004
82,568
429,766
32,417
54,181

$805,791
57,181
376,046
19,534
19,633

$ 31,545
(24,990)
87,024
2,046
989

$2,274,340
114,759
892,836
53,997
74,803

1992
Sales.................................................................................................
Operating earnings ..............................................................................
Identifiable assets...............................................................................
Depreciation and amortization................................................................
Capital expenditures............................................................................

$1,430,160
83,258
414,158
30,704
53,334

$789,663
60,184
359,043
17,719
23,904

$ 69,618
(37,915)
83,951
1,848
629

$2,289,441
105,527
857,152
50,271
77,867

1991
Sales................................................................................................
Operating earnings ..............................................................................
Identifiable assets...............................................................................
Depreciation and amortization................................................................
Capital expenditures............................................................................

$1,323,161
86,575
365,677
28,204
42,635

$742,063
69,850
367,177
16,137
28,908

$ 92,773
(32,085)
84,145
2,627
1,301

$2,157,997
124,340
816,999
46,968
72,844

($000)

Operating earnings for fiscal 1992 of Corporate and Other includes a special charge of $9,100 related to the Company’s
transportation subsidiary. This item is further described in the Special Charge note.
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DOW JONES & COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 15: Business Segments
The company’s operations by business segment and geographic area were as follows:

Financial Data by Business Segment

(in thousands)

Information
Services

Business
Publications

Community
Newspapers

Revenues
1993..................................................... ..........
1992.......................................................
1991.....................................................

$ 861,979
809,387
762,026

$825,246
773,753
735,939

$244,591
234,730
227,114

Operating income
1993.......................................................
1992.......................................................
1991.......................................................

157,406
150,678
147,647

143,654
115,066
81,453

32,563
31,653
26,922

$(17,163)
(16,706)
(15,282)

316,460
280,691
240,740

Identifiable assets
1993.......................................................
1992.......................................................
1991.......................................................

1,652,394
1,682,972
1,703,897

361,265
342,891
381,414

199,248
198,427
200,220

136,632
147,745
185,053

2,349,539
2,372,035
2,470,584

Depreciation and amortization expense
1993.......................................................
1992.......................................................
1991.......................................................

138,639
127,535
130,812

37,044
38,948
44,577

12,982
12,829
12,555

Capital expenditures
1993.......................................................
1992.......................................................
1991.......................................................

115,659
99,258
79,833

31,561
14,532
11,756

12,723
11,836
14,372

Investments in associated companies, at equity
1993.......................................................
1992.......................................................
1991.......................................................

—

43,224
41,250
46,116

Equity in earnings (losses) of associated companies
1993.................................................................
1992.......................................................
1991.......................................................

—
—

2,252
(4,680)
4,061

—
—

Corporate
—
—

—

—
—

—
—

—
—

Consolidated
$1,931,816
1,817,870
1,725,079

188,665
179,312
187,944
159,943
125,626
105,961

—

—

—

—

—

—

—

—

—

—
—

—
—

—
—

Financial Data by Geographic Area
United
States

Europe/
Gulf

Asia/
Pacific

Other
Foreign

Revenues
1993..................................................
1992..................................................
1991..................................................

$1,404,492
1,321,190
1,274,623

$294,415
278,835
251,324

$192,220
178,398
159,202

$ 40,689
39,447
39,930

Operating income
1993..................................................
1992..................................................
1991..................................................

207,435
193,086
165,594

53,343
41,262
36,130

70,471
63,310
56,574

2,374
(261)
(2,276)

$(17,163)
(16,706)
(15,282)

316,460
280,691
240,740

Identifiable assets
1993..................................................
1992..................................................
1991..................................................

1,384,358
1,365,394
1,403,836

454,632
477,412
485,576

251,851
252,772
256,988

122,066
128,712
139,131

136,632
147,745
185,053

2,349,539
2,372,035
2,470,584

(in thousands)

Corporate
—
—
—

Consolidated
$1,931,816
1,817,870
1,725,079
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1993

1992

1991

$ 580,313

$ 580,156

$ 501,430

212,662
145,837

199,351
152,333

188,870
171,668

81,287
74,873

87,183
71,259

98,131
117,077

$1,094,972

$1,090,282

$1,077,176

$

$

MARK IV INDUSTRIES, INC. (FEB)
NOTES TO CONSOLIDATED FINANCIAL S TATEMENTS

15. Industry Segments
The Company currently classifies its m anufactured
products into three core business segments: (i) Power
Transfer and Fluid Handling, such as automotive aftermarket and OEM belts, hoses, couplings, accessory drive
systems, and fluid power and transfer assemblies; indus
trial belts and hydraulic hoses and fittings; and gasoline
vapor recovery hoses and fittings; (ii) Mass Transit and
Traffic Control, such as door control systems, passenger
inform ation display systems, and interior lighting and air
diffuser systems for buses, rail vehicles and aircraft; vehi
cle identification and control systems; traffic signs and
signals, and other products; and (iii) Professional Audio,
such as professional quality microphones, speakers,
mixers, and am plifiers; high-fidelity public address and
musical instrum ent loudspeaker systems; audio signal
processors, sound reinforcem ent equipm ent, sound
enhancement and noise canceling equipment, and other
professional audio equipment. The Company’s fourth
business segment includes its instrum entation products,
such as digital recorders, data loggers, and microproces
sor and computer-based controllers, counters and relays,
as w ell as certain other products not spe cifica lly
associated with the industries served by the core busi
ness segments. Information concerning the Company’s
business segments in fiscal 1993,1992 and 1991 is as fol
lows (dollars in thousands):

NET SALES
Power Transfer and
Fluid Handling
Mass Transit and
Traffic Control
Professional Audio
Instrumentation
and other
Total net sales
OPERATING INCOME
Power Transfer and
Fluid Handling
Mass Transit and
Traffic Control
Professional Audio
Instrumentation
and other
Total operating
income
General corporate
interest expense, net
Income before securities
transactions and
income taxes

1993

1992

1991

$ 701,050

$ 627,178

$481,408

220,458
176,822

215,373
169,578

139,009
170,204

123,645
$1,221,975

133,445
$1,145,574

146,669
$937,290

64,876

$ 49,795

32,392
22,378

31,370
24,892

20,830
25,073

8,143

7,778

15,823

135,486
(8,749)
(56,603)

128,916
(8,291)
(71,084)

111,521
(6,307)
(67,595)

$

$

72,573

70,134

$

$

49,541

$ 37,619

IDENTIFIABLE ASSETS
Power Transfer and
Fluid Handling
Mass Transit and
Traffic Control
Professional Audio
Instrumentation
and other
General corporate
Total identifiable
assets
DEPRECIATION AND
AMORTIZATION
Power Transfer and
Fluid Handling
Mass Transit and
Traffic Control
Professional Audio
Instrumentation
and other
General corporate
Total depreciation
and amortization
CAPITAL OUTLAYS
Power Transfer and
Fluid Handling
Mass Transit and
Traffic Control
Professional Audio
instrumentation
and other
General corporate
Total capital outlays

17,795

14,990

$

11,033

6,191
4,004

5,672
4,064

3,680
3,452

4,894
1,954

4,440
1,845

4,373
1,845

$

34,838

$

31,011

$

24,383

$

25,529

$

13,011

$

14,250

$

7,022
1,639

4,393
1,613

2,746
2,615

1,077
188
35,455

1,323
413
20,753

3,056
268
22,935

$

$

The operating results of the Company’s Femco division
were previously included with the Professional Audio
reporting segment. As a result of the sale of the Femco
operation in fiscal 1993, it has been reclassified into the
Company’s fourth business segment, Instrum entation
and other. Corresponding amounts in the prior fiscal years
have also been restated, leaving the commonly managed
and centrally controlled elements of the Professional
Audio group in their own reporting segment. Certain other
amounts in fiscal 1992 and 1991 have also been reclassi
fied to conform to 1993’s presentation.
Intersegment sales and inter-area transfers are not
m aterial. Operating income represents total revenues less
operating expenses, and excludes general corporate
expenses, interest expense and income taxes. Identifia
ble assets are those assets employed in each segm ent’s
operation, including an allocated value to each segment
of cost in excess of net assets acquired. Corporate assets
consist prim arily of cash, marketable securities, invest
ments and assets not employed in production.
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Geographic Areas
APPLE COMPUTER, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
In d u stry Segm ent and G eographic Inform ation

The Company operates in one principal industry seg
ment: the design, manufacture, and sale of personal com
puting products. The Com pany’s products are sold
prim arily to the business, education, home, and govern
ment markets.
Geographic financial inform ation is as follows:

(In thousands)
1993

1992

1991

Net sales to unaffiliated
customers:
United States
Europe
Pacific and Canada
Total net sales

$4,387,674
2,001,593
1,587,687
$7,976,954

$3,885,042
2,017,840
1,183,660
$7,086,542

$3,484,533
1,882,355
941,961
$6,308,849

Transfers between
geographic areas
(eliminated
in consolidation):
United States
Europe
Pacific and Canada
Total transfers

$ 420,323
262,554
1,374,039
$2,056,916

$ 934,673
246,745
979,566
$2,160,984

$ 774,059
147,713
1,099,448
$2,021,220

$ (253,499)
79,440
286,572
(2,175)

$ 245,810
301,865
246,181
11,952

$

Operating income:
United States
Europe
Pacific and Canada
Eliminations
Interest and other
income, net
Income before
income taxes
Identifiable assets:
United States
Europe
Pacific and Canada
Eliminations
Corporate assets
Total assets

9,036
222,893
227,690
(12,235)

29,321

49,634

52,360

$ 139,659

$ 855,442

$ 499,744

$2,534,545
973,741
799,189
(49,838)
913,775
$5,171,412

$1,536,705
767,765
456,472
(43,716)
1,506,467
$4,223,693

$1,440,332
734,836
461,555
(56,693)
913,567
$3,493,597

Net sales to unaffiliated customers is based on the loca
tion of the customers. Transfers between geographic
areas are recorded at amounts generally above cost and
in accordance with the rules and regulations of the
respective governing tax authorities. Operating income
consists of total net sales less operating expenses, and
does not include either interest and other income, net, or
income taxes. U.S. operating income is net of corporate
expenses. Identifiable assets of geographic areas are
those assets used in the Company’s operations in each
area. Corporate assets include cash and cash equiva
lents, jo in t-v e n tu re investm ents, and sh o rt-te rm
investments.
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MINNESOTA M INING AND MANUFACTURING
COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
G eographic Areas
Information in the table below is presented on the same basis as utilized by the company to manage the business. Export
sales and certain income and expense items are reported in the geographic area where the final sale is made rather than
where the transaction originates.

(Millions)
Net Sales to Customers........................ ..

Transfers Between Geographic Areas..........

Operating Income................................ ...

Identifiable Assets3 ............................... ,..

1993
1992
1991
1993
1992
1991
1993
19922
1991
1993
1992
1991

United
States
$7,126
6,922
6,738
1,393
1,273
1,135
940
945
802
5,875
5,634
5,548

Europe
$3,646
4,068
3,889
172
176
156
376
489
618
2,633
2,824
2,912

Asia
Pacific
$2,154
1,847
1,718
28
31
37
429
368
362
1,531
1,333
1,214

Other
Areas1
$1,094
1,046
995
146
119
105
211
192
177
710
660
555

Eliminations
—
—
—
$(1,739)
(1,599)
(1.433)
—
—
—
(515)
(569)
(493)

Total
Company
$14,020
13,883
13,340
—
—

—
1,956
1,994
1,959
10,234
9,882
9,736

1 Includes Canada, Latin America and Africa.
2 Includes a legal settlement that increased operating income in the United States by $129 million. Also includes special charges of $115 million, of
which $74 million was in Europe.
3 Excludes certain corporate assets, primarily cash and cash equivalents, other securities, deferred income taxes, certain other current assets, and
investments.
At year-end, net assets of companies outside the United
States totaled $2.963 billion in 1993, $2.998 billion in 1992
and $2.835 billion in 1991.
In 1993, the company changed the basis of presenting
export sales and certain income and expense items in the
above table. Operating income in 1993 under the prior
methodology would have been $1,341 m illion, $205 m il
lion, $277 m illion and $133 m illion, respectively.

22

Section 1: General

H.J. HEINZ COMPANY (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant A ccounting Policies
Business Segment Information: inform ation concerning business segment and geographic data is in Management’s Dis
cussion and Analysis.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Segm ent and G eographic Data
The company is engaged principally in one line of business-processed food products— which represents more than 90%
of consolidated sales. The following table presents inform ation about the company by geographic area. 1992 and 1991
geographic data have been restated to reflect the Asia/Pacific geographic area. There were no material amounts of sales
or transfers among geographic areas and no material amounts of United States export sales.

_______________________ Foreign_______________________
United Continental
Asia/
(Dollars in thousands)_______________Domestic Kingdom
Europe
Canada
Pacific
Other______ Total Worldwide
1993
Sales.........................................
$4,049,901 $853,525$1,099,306
$380,015 $565,465 $155,162 $3,053,473 $7,103,374
Operating incomet ......................
412,998
107,518
192,945
65,055
58,620
23,749
447,887
860,885
Identifiable assets........................
3,930,173
814,392
957,746
366,731 669,420
82,859
2,891,148 6,821,321
Capital expenditures*.....................
266,670
70,891
30,845
25,310
27,046
9,951
164,043
430,713
Depreciation and
amortization expense.................
136,590
31,373
28,769
18,940
15,076
4,187
98,345
234,935
1992
Sales.........................................
Operating income ........................
Identifiable assets........................
Capital expenditures*.....................
Depreciation and
amortization expense.................
1991
Sales.........................................
Operating income ........................
Identifiable assets........................
Capital expenditures*.....................
Depreciation and
amortization expense.................

$3,848,026
697,852
3,360,687
226,758
125,649
$3,863,065
541,747
2,654,696
199,151
122,983

$897,209 $ 967,801
119,587
179,030
814,8601,019,961
36,109
26,776
30,359

26,072

$938,583 $ 976,392
187,203
182,801
729,712
938,228
55,459
55,283
28,307

22,285

$383,755 $354,946
42,015
46,613
384,302 259,235
19,871
13,060
18,870

$130,130
21,418
92,856
8,569

6,860

3,976

$397,377 $317,403
58,231
36,267
292,548 226,076
20,033
9,298

$154,298
30,854
94,122
6,110

12,458

6,172

3,933

$2,733,841 $6,581,867
408,663 1,106,515
2,571,214 5,931,901
104,385
331,143
86,137

211,786

$2,784,053 $6,647,118
495,356 1,037,103
2,280,686 4,935,382
146,183
345,334
73,155

196,138

* Excludes property, plant and equipment acquired through acquisitions.
t Fiscal 1993 domestic and total foreign operating income includes restructuring charges of $109.7 million and $82.6 million, respectively.
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Major Customers
GEORGIA GULF CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 11: S ignificant Custom er and Export Sales

Significant Customer
The Company has a supply contract, subject to certain
lim itations, for a substantial percentage of Georgia-Pacific
Corporation’s requirements for certain chemicals at market
prices. This supply contract has various expiration dates
(depending on the product) from 1994 through 1999 and
may be extended year to year upon expiration. The sales
to Georgia-Pacific Corporation under this supply contract
for the years ended December 31, 1993, 1992 and 1991
amounted to approximately 15 percent, 14 percent and
15 percent of net sales, respectively. Receivables out
standing from these sales were $12,661,000, $10,850,000
and $11,077,000 at December 31, 1993, 1992 and 1991,
respectively.
Export Sales
Export sales were approximately 14 percent, 15 percent
and 17 percent of the Company’s net sales for the years
ended December 31, 1993, 1992 and 1991, respectively.
The principal international markets served by the Company
include Canada, Mexico, Latin America, Europe and Asia.

Product transfers from domestic to foreign locations
amounted to $54 m illion in 1993 and $49 m illion in 1992
and 1991. Product transfers from foreign to dom estic loca
tions were $57 m illion in 1993, $49 m illion in 1992 and $33
m illion in 1991. Interarea transfers of m anufactured
products are at prices in excess of cost. The resultant
income is assigned to the geographic area of manufacture.
Year ended September 30,
1991
1992
1993

GEOGRAPHIC AREAS

(in millions)
NET SALES
Domestic
European
Other foreign
Consolidated

$4,751.0
1,088.6
342.1
$6,181.7

OPERATING INCOME
Domestic
European
Other foreign
Eliminations
Consolidated
Other income (expense)
Income before income taxes

$ 267.1 $ 234.6 $ 189.8
28.6
21.4
3.1
10.5
27.7
9.0
.4
.5
(.1)
265.5
228.8
298.3
(37.8)
(52.8)
(47.6)
$ 250.7 $ 227.7 $ 176.0

ASSETS (Year-End)
Domestic
European
Other foreign
Unallocated
Consolidated

$2,061.4
721.9
118.3
329.2
$3,230.8

$4,119.3
798.3
238.9
$5,156.5

$1,941.8
853.7
144.8
239.2
$3,179.5

$3,665.8
621.7
271.5
$4,559.0

$1,943.3
474.8
118.4
304.5
$2,841.0

JOHNSON CONTROLS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 12— Segm ent Inform ation
Reference is made to pages 22 through 27 for segment
financial data and an unaudited description and discus
sion of the business segments.
A ll operating revenues and expenses are allocated to
business segments and geographical areas in determ in
ing their operating incomes. Other income (expense),
excluded from the determ ination of segment operating
income, includes interest income and expense, equity in
earnings of partially-owned affiliates, gains and losses
from sales of long-term assets, foreign currency gains and
losses and other m iscellaneous expenses. Unallocated
assets are corporate cash and cash equivalents, invest
ments in partially-owned affiliates and other nonoperating
assets.
All four of the Company’s business segments have
sales to the automotive industry. Each of the three major
U.S. automotive m anufacturers accounted for between
approximately 4% and 12% of the Company’s net sales in
each of the years 1993,1992 and 1991. As of September
3 0 , 1993, the Company had accounts receivable totalling
$180 m illion from the major U.S. automotive manufac
turers. The Company’s controls and battery segments
have sales to the U.S. Government which accounted for
approximately 10% of the Company’s net sales in 1993,
13% in 1992 and 14% in 1991. As of September 3 0 , 1993,
the Company’s receivables from the U.S. Government
were $77 m illion.

Export Sales
USX CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In P a rt): Segm ent Inform ation

Export Sales
The inform ation below summarizes export sales by geo
graphic area for the U.S. Steel Group. Export sales from
dom estic operations for the Marathon Group and the
Delhi Group were not material.

(In millions)
Far East
Europe
Other
Total export sales

$

1993
38
117
191
$346

$

1992
70
117
266
$453

1991
$294
146
269
$709
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NATURAL BUSINESS YEAR

AULT INCORPORATED (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note ft Foreign O perations
All foreign m anufacturing is done by the Korean sub
sidiary. All United States m anufacturing is done by Ault
Incorporated. A summary of the Company’s manufactur
ing operations by geographic area is presented below:

1993
1992
1991
United States:
Customer sales
$20,953,110 $22,104,382 $19,263,909
—
—
Sales to subsidiary
—
Total
20,953,110 22,104,382 19,263,909
Operating profit
(loss)
(2,801)
725,500
(329,431)
Total assets
8,998,312 10,025,490
8,004,838
Capital expenditures
470,047
293,152
334,183
Depreciation and
amortization
345,122
374,629
385,077
Korea:
Customer sales
244,913
1,206,840
267,448
Sales to parent
6,902,352
7,840,518
6,116,250
Total
7,147,265
9,047,358
6,383,698
Operating profit
(loss)
(72,262)
204,166
142,827
Total assets
2,609,237
2,419,392
3,245,100
Capital expenditures
56,474
402,135
454,423
Depreciation and
amortization
166,405
172,957
121,803
Adjustments and
eliminations;
Intercompany sales
6,902,352
7,840,518
6,116,250
Operating profit
(loss)
57,582
(51,031)
(32,712)
Total assets
(1,498,236) (2,196,674) (1,348,125)
Consolidated;
Sales
21,198,023 23,311,222 19,531,357
Operating profit
(loss)
(17,481)
878,635
(219,316)
Total assets
10,109,313 11,073,916
9,076,105
Capital expenditures
526,521
695,287
788,606
Depreciation and
amortization
511,527
506,880
547,586
Sales from the subsidiary to the parent company are
based upon profit margins which represent com petitive
pricing of sim ilar products.
Export Sales
The Company also had foreign export sales amounting to
12.6, 16.3, and 12.1 percent of total sales for the years
ended May 30, 1993, May 31, 1992, and June 2, 1991,
respectively.
The sales were made principally to the following
location:

Canada
Elsewhere

1993
8.9%
3.7
12.6%

1992
6.4%
9.9
16.3%

1991
7.9%
4.2
12.1%

For years, the accounting and legal professions, printers,
the Securities and Exchange Commission, and others
interested in various aspects of the year-end bottleneck
have advocated that companies adopt a natural business
year. A natural business year is the period of 12 consecu
tive months which ends when the business activities of an
entity have reached the lowest point in their annual cycle.
In many instances, the natural business year of a com
pany ends December 31.
Table 1-4 summarizes, by the month in which a fiscal
year ends, the fiscal year endings of the survey compa
nies. For tabulation purposes, if a fiscal year ended in the
first week of a month, the fiscal year was considered to
have ended in the preceding month.
For 1993,143 survey companies were on a 52-53 week
fiscal year.
During 1993, eleven companies changed the date of
their fiscal year-end. Examples of such changes and
examples of fiscal year definitions follow.

TABLE 1-4: MONTH OF FISCAL YEAR END
.......
.......
.......
.......
.......
.......
.......
.......
.......
.......
.......
.......
.......

1993
23
11
16
7
16
62
15
16
35
22
17
240
360

1992
21
14
15
7
16
60
15
18
33
22
18
239
361

1991
21
14
12
7
16
62
16
18
31
21
18
236
364

1990
22
15
14
7
16
62
16
17
33
21
17
240
360

Total Companies............ .......

600

600

600

600

January ..........................
February ..........................
March.............................
A pril...............................
May.................................
June...............................
July.................................
August............................
September......................
October............................
November........................
Subtotal......................
December........................
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Change in Date of Fiscal Year Ending
BRIGGS & STRATTON CORPORATION
Consolidated Balance Sheets
As of June 2 7 ,1993 and June 3 0 , 1992
1993

1992

Consolidated Statements of Income
For the Years Ended June 27, 1993, and June 30, 1992
and 1991
1993

1992

1991

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Briggs & Stratton Corporation and subsidiaries
as of June 2 7 ,1993 and June 3 0 , 1992, and the results of
their operations and their cash flows for each of the three
years in the period ended June 27,1993, in conform ity with
generally accepted accounting principles.
FLUKE CORPORATION

Consolidated Statements of
Shareholders’ Investment
For the Years Ended June 27,1993, and June 3 0 ,1992 and
1991

Consolidated Balance Sheets
April 30,
1993

Sept. 25,
1992

Sept. 27,
1991

Consolidated Statements of Cash Flows
For the Years Ended June 27, 1993, and June 30, 1992
and 1991
1993

1992

1991

Consolidated Statements of Income
For the seven months
ended
April 30, May 1 ,1992
1993
(unaudited)

For the year ended
Sept. 25, Sept. 27, Sept. 28,
1992
1991
1990

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting P olicies:

Fiscal Year
During 1993, the Company changed its fiscal year from
June 30 each year to a 52 or 53 week year ending on the
Sunday nearest the last day of June in each year. There
fore, the 1993 fiscal year ended on June 27, whereas the
previous two years were under the fiscal calendar which
ended on June 30 in 1992 and 1991. All references to
years relate to fiscal years rather than calendar years.

Consolidated Statements of Cash Flows
For the seven months
ended
April 30, May 1 ,1992
1993
(unaudited)

For the year ended
Sept. 25, Sept. 27, Sept. 28,
1992
1991
1990

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders of Briggs & Stratton Corporation:
We have audited the accompanying consolidated balance
sheets of Briggs & Stratton Corporation and subsidiaries
as of June 27, 1993 and June 30, 1992, and the related
consolidated statements of income, shareholders’ invest
ment and cash flows for each of the three years in the
period ended June 27, 1993. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these finan
cial statements based on our audits.

Accounting Period
Fluke Corporation (form erly known as John Fluke Mfg.
Co., Inc.) utilizes a 52/53-week fiscal year ending on the
last Friday in April. In 1993 the Company changed its fiscal
year-end to the last Friday in April. Fiscal 1993 is a sevenmonth transition period ending on April 3 0 , 1993. Prior to
fiscal 1993, the Company utilized a 52/53-week fiscal year
ending on the last Friday in September. The accompanying
financial statements include audited financial statements
for the seven-month transition period ended April 3 0 ,1993.
Unaudited financial statements are presented for the
seven-month period ended May 1, 1992 for comparative
purposes only.
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REPORT O F IN D EPEN DEN T AUDITO RS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Board of Directors and Stockholders
Fluke Corporation
Everett, W ashington:
We have audited the accompanying consolidated balance
sheets of Fluke Corporation (form erly known as John
Fluke Mfg. Co., Inc.) and subsidiaries as of April 3 0 , 1993,
September 25, 1992 and September 27, 1991, and the
related consolidated statements of income, stockholders’
equity and cash flows for the seven months ended April
30, 1993 and for each of the three years in the period
ended September 25, 1992. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these finan
cial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all m aterial respects, the con
solidated financial position of Fluke Corporation and
subsidiaries at April 30, 1993, September 25, 1992 and
September 2 7 ,1991, and the consolidated results of their
operations and their cash flows for the seven months
ended April 3 0 ,1993 and for each of the three years in the
period ended September 25, 1992, in conform ity with
generally accepted accounting principles.
As discussed in Note 4 and in Note 6 to the financial
statements, in 1993 the Company changed its method of
applying overhead costs to inventory and the method of
accounting for income taxes.

Note 2— Change in F iscal Year-End
On July 2 1 ,1993, the Company changed its fiscal year-end
from the Sunday closest to December 31 to the Sunday
closest to September 30, beginning with the fiscal yearended October 3 , 1993. The decision to change the fiscal
year-end was made in order to conform the Company’s
financial reporting year to the natural business year of the
sugar industry. To aid comparative analysis, the Company
has elected to present the results of operations for the
12-month periods ended October 3 , 1993 (fiscal 1993) and
September 27, 1992, unaudited, (fiscal 1992) along with
the previously reported results of operations for the 12
months ended January 3, 1993 (calendar 1992) and
December 2 9 , 1991 (calendar 1991).
As a result of changing the fiscal year-end to the
Sunday closest to September 30, inventory quantities are
significantly lower than at the end of a calendar year. Con
sequently, the Company has recorded a charge to equity
of $3,030,000 arising from a LIFO inventory liquidation
occurring in a fiscal year preceding those presented in the
accompanying statements of operations. Additionally, the
Company adopted FAS 109 effective September 2 8 , 1992
(the first day of fiscal 1993). The cum ulative effect of this
accounting change was a credit to net incom e of
$600,000. Prior to the decision to change the fiscal yearend, the Company had adopted FAS 109 on a calendar
year basis, effective January 4, 1993. The cum ulative
effect of adopting FAS 109 on a calendar year basis, as
previously reported, was a credit to net incom e of
$700,000. Also, as a result of changing the fiscal year-end,
the Company changed the effective adoption date of FAS
106 from December 30, 1991, as previously reported, to
September 3 0 , 1991 (the first day of fiscal 1992).
Results of operations (condensed) for the nine-month
periods ended October 3 , 1993, and September 2 7 ,1992,
are shown below:

October 3,
1993

Nine Months Ended (Unaudited)

September 27,
1992

(In thousands, except for shares and per share amounts)
SAVANNAH FOODS & INDUSTRIES, INC.
Consolidated Balance Sheets
Oct. 3,
1993

Jan. 3,
1993

Consolidated Statements of Operations

For the Fiscal Year Ended

Unaudited
Oct. 3, Sept. 27, Jan. 3, Dec. 29,
1993
1992
1993
1991

Consolidated Statement of Cash Flows

For the Fiscal Year Ended

Oct. 3,
1993

Unaudited
Sept. 27, Jan. 3, Dec. 29,
1992
1993
1991

Net sales
Operating expenses
Income from operations
Other income and (expenses), net
Income before income taxes
Provision for income taxes
Net income
Net income per share
Weighted average shares
outstanding

$

$

818,116
801,377
16,739
(8,697)
8,042
3,025
5,017

$

$

833,341
798,974
34,367
(6,740)
27,627
9,903
17,724

$0.19

$0.67

26,238,196

26,571,834

The results of operations for the three months ended
January 3, 1993, are included in both fiscal 1993 (first
quarter) and calendar 1992 (fourth quarter). Following are
the Company’s condensed consolidated statements of
operations for this period, as originally reported and as
restated to reflect the adoption of FAS 109.
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Natural Business Year

Three Months Ended
(Unaudited)

January 3 , 1993 January 3 , 1993
(Restated for
(As Previously
FAS 109)
Reported)

(In thousands, except for shares and per share amounts)
Net sales
Operating expenses
Income from operations
Other income and (expenses), net
Income before income taxes and
change in accounting principle
Provision for income taxes
income before change in
accounting principle
Cumulative effect of change
in accounting principle
Net income
Income per weighted average
share outstanding:
Income before change in
accounting principle
Cumulative effect of change in
accounting principle
Net income
Weighted average shares
outstanding

$

$

304,773
289,997
14,776
(1,435)

$

304,773
289,997
14,776
(1,435)

13,341
3,725

13,341
3,725

9,616

9,616

600
10,216

_
$

material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and dis
closures in the financial statem ents, assessing the
accounting principles used and significant estimates
made by m anagem ent, and evaluating the overall
financial statement presentation. We believe that our
audits provide a reasonable basis for the opinion
expressed above.
As discussed in Notes 7 and 9 to the financial state
ments, the Company changed its methods of accounting
for income taxes and accounting for postretirem ent
benefits other than pensions, during the periods ended
October 3 , 1993 and January 3 , 1993, respectively.
SEAGATE TECHNOLOGY

9,616
Consolidated Balance Sheets

$0.37

$0.37

0.02
$0.39

_
$0.37

26,264,689

26,264,689

REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors of
Savannah Foods & Industries, Inc.:
In our opinion, the accompanying consolidated balance
sheets and the related consolidated statements of opera
tions, of changes in stockholders’ equity and of cash flows
present fairly, in all material respects, the financial position
of Savannah Foods & Industries, Inc., and its subsidiaries
at October 3 , 1993, and January 3 , 1993, and the results of
their operations and their cash flows for each of the three
years in the periods ended October 3, 1993, January 3,
1993, and December 2 9 ,1991, in conform ity with generally
accepted accounting principles. These financial statements
are the responsibility of the Company’s management; our
responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits
of these statem ents in accordance w ith generally
accepted auditing standards which require that we plan
and perform the audit to obtain reasonable assurance
about w hether the financial statem ents are free of

July 2,
1993

June 30,
1992

Consolidated Statements of Income

For the years ended

July 2,
1993

June 30,
1992

June 30,
1991

Consolidated Statements of Cash Flows

For the years ended

July 2,
1993

June 30,
1992

June 30,
1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)

Basis of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of the Company and its wholly-owned subsidi
aries after elim inations.
Beginning in fiscal year 1993 the Company prospec
tively changed its financial reporting year from a fiscal
year of twelve calendar months ending on June 30 to a fis
cal year of 52 or 53 weeks ending on the Friday closest to
June 30. Accordingly, fiscal year 1993 included 52 weeks
and ended on July 2 , 1993. All references to years in these
notes to consolidated financial statements represent fis
cal years unless otherwise noted.
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REPORT O F IN D EPEN DEN T AUDITO RS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Board of Directors and Shareholders
Seagate Technology:

1 (In Part): Summary o f S ignificant Accounting Policies

We have audited the accompanying consolidated balance
sheets of Seagate Technology and subsidiaries as of July
2 , 1993 and June 3 0 , 1992, and the related consolidated
statements of income, shareholders’ equity and cash
flows for each of the three years in the period ended July
2 , 1993. These financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Seagate Technology and subsidiaries
at July 2 , 1993, and June 3 0 , 1992, and the consolidated
results of their operations and their cash flows for each of
the three years in the period ended July 2 , 1993 in confor
m ity with generally accepted accounting principles.
THOM AS & BETTS CORPORATION
Consolidated Balance Sheet
January 2,
1994

December 31,
1992

Consolidated Statement of Earnings
1993

1992

1991

Consolidated Statement of Cash Flows
1993

1992

1991

Fiscal Year
Beginning in 1993, the Corporation prospectively changed
its financial reporting year from a calendar year to a fiscal
year consisting of 52 and 53 weeks ending on the Sunday
closest to the end of the calendar year. Results for 1993
are for the 52 weeks ended January 2 , 1994.
INDEPENDENT AUDITORS’ REPORT

To the Shareholders and Board of Directors of
Thomas & Betts Corporation:
We have audited the consolidated balance sheets
of Thomas & Betts Corporation and subsidiaries as of
January 2 , 1994 and December 3 1 , 1992, and the related
consolidated statements of earnings, cash flows, and
shareholders’ equity for each of the years in the threeyear period ended January 2, 1994. These consolidated
financial statements are the responsibility of the Corpora
tion’s management. Our responsibility is to express an
opinion on these consolidated financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. These standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Thomas & Betts Corporation and
subsidiaries at January 2 , 1994 and December 3 1 , 1992,
and the results of their operations and their cash flows for
each of the years in the three-year period ended January
2 , 1994, in conform ity with generally accepted accounting
principles.
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Natural Business Year

Definition of Fiscal Year

SUNRISE MEDICAL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

LIZ CLAIBORNE, INC.
1
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Fiscal Year
The Company’s fiscal year ends on the last Saturday in
December. The 1993, 1992 and 1991 fiscal years each
reflect a 52-week period, in 1994, the Company w ill
change its fiscal year to end on the Saturday closest to
December 31.
FEDERAL PAPER BOARD COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies

Fiscal Year
The Company’s fiscal year is comprised of 52 or 53
weeks, ending on the Saturday nearest December 31st.
The fiscal year 1992 includes 53 weeks while the other
years presented include 52 weeks.
PALL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policie s (In Part)

Fiscal Year
The Company’s fiscal year ends on the Saturday closest
to July 31, except that the Company’s foreign subsidiaries
are on a July 31 fiscal year. The years ended July 31,1993,
August 1 ,1992 and August 3 , 1991 com prise 5 2 ,52 and 53
weeks, respectively.
SCOTT PAPER COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

Fiscal Year-End
The Company’s fiscal year ends on the last Saturday in
December, which results in a 52- or 53-week year. Fiscal
years 1993,1992 and 1991 consisted of 52 weeks. To facili
tate prompt reporting of Scott’s financial results, the
financial statements of the international subsidiaries and
affiliates are based on the twelve months ending Novem
ber 30.

(In Part): Summary o f S ignificant Accounting Policies

Fiscal Year-End
The company’s fiscal year ends on the Friday closest to
June 30th, resulting in years of either 52 or 53 weeks. The
years ended July 2, 1993 and June 28, 1991 contained
52 weeks and the year ended July 3, 1992 contained
53 weeks.

COMPARATIVE FINANCIAL STATEMENTS
Rule 14a-3 of the Securities Exchange Act of 1934 requires
that annual reports to stockholders should include
comparative balance sheets, and statements of income
and of cash flows for each of the 3 most recent fiscal
years. All of the survey companies are registered with the
Securities and Exchange Commission and conformed to
the aforementioned requirements of Rule 14a-3.
Usually the income statement is the first financial
statement presented and is followed by either a balance
sheet (325 companies) or a statement showing changes
only in retained earnings (40 companies). 187 companies
presented the balance sheet as the first financial state
ment followed by an income statement.
Prior to 1986, the financial statements, with rare excep
tion, were presented on consecutive pages. Beginning in
1986 certain survey companies did not present their
financial statements on consecutive pages but inter
spersed the Management’s Discussion and Analysis of
Financial Condition and Results of Operations among the
financial statements by having comments discussing the
content of a financial statement follow the presentation of
a financial statement. Such interspersed material was not
covered by an auditor’s report and was not presented in
lieu of notes. In 1993,21 survey companies did not present
their financial statements on consecutive pages.

ROUNDING OF AMOUNTS
Table 1-5 shows that most of the survey companies state
financial statement amounts in either thousands or m il
lions of dollars.

TABLE 1-5: ROUNDING OF AMOUNTS
To nearest dollar............
To nearest thousand dollars:
Omitting 000.................
Presenting 000 ..............
To nearest million dollars ...
Total Companies..........

1993
48

1992
45

1991
51

1990
55

349
27
176

362
28
165

357
31
161

360
34
151

600

600

600

600
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NOTES TO FINANCIAL STATEMENTS
TABLE 1-7: DISCLOSURE OF ACCOUNTING POLICIES
Securities and Exchange Commission Regulations S-X
and S-K, and SAS No. 32 state the need for adequate dis
closure in financial statements. Norm ally the financial
statements alone cannot present all inform ation neces
sary fo r adequate d isclosure w ith o u t considering
appended notes which disclose inform ation of the sort
listed below:
Changes in accounting principles.
Any material retroactive adjustments.
Long-term lease agreements.
Assets subject to lien.
Preferred stock data.
Pension and retirem ent plans.
Restrictions on the availability of retained earnings for
cash dividend purposes.
Contingencies and commitments.
Depreciation and depletion policies.
Stock option or stock purchase plans.
Consolidation policies.
Business combinations.
Computation of earnings per share.
Subsequent events.
Q uarterly data.
Segment information.
Financial instruments.
Table 1-6 summarizes the manner in which financial state
ments refer to notes. Notes on specific topics are illus
trated in this publication in the sections dealing with such
topics.

Consolidation policy.................
Depreciation methods ..............
Inventory pricing......................
Property.................................
Cash equivalents.....................
Earnings per share calculation...
Interperiod tax allocation..........
Amortization of intangibles.........
Translation of foreign currency...
Financial instruments...............
Employee benefits...................
Fiscal years.............................
Research and development
costs..................................
Environmental costs.................
Capitalization of interest............

Number of Companies
1993 1992 1991 1990
579
584
584
586
577
579
580
581
553
557
559
559
489
484
502
490
469
464
446
474
454
445
434
435
437
438
458
431
382
376
385
376
267
256
313
281
139
132
251
176
157
178
156
161
112
117
150
126
143
87
78

143
33
77

142

132

—

—

70

73

DISCLOSURE OF ACCOUNTING POLICIES
APB O pinion No. 22 requires that the significant account
ing policies of an entity be presented as an integral part of
the financial statements of the entity. O pinion No. 22 sets
forth guidelines as to the content and format of disclosures
of accounting policies.
Table 1-7 shows the nature of inform ation frequently dis
closed in summaries of accounting policies and the
number of survey companies disclosing such information.
Examples of summaries of accounting policies follow.

BORDEN, INC. (DEC)

TABLE 1-6: NOTES TO FINANCIAL STATEMENTS
General reference only..............
General and direct references__
Direct reference o n ly...............
No reference to notes...............

1993
384
210
3
3

1992
374
221
2
3

1991
374
222
1
3

1990
382
210
4
4

Total Companies.................

600

600

600

600

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per share data)
1. Summary o f S ignificant Accounting Policies
Significant accounting policies followed by the Company,
as summarized below, are in conform ity with generally
accepted accounting principles.

Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of Borden, Inc. and its subsidiaries, after elim i
nation of material intercompany accounts and transactions.
The Company’s proportionate share of the net earnings of
unconsolidated 20% to 50% owned com panies is
included in income. The carrying value of these compa
nies approximates Borden’s interest in their underlying
net assets. Investments of less than 20% ownership are
carried at cost.
Cash and Equivalents/Statements of Cash Flows
The Company considers all highly liquid investments
purchased with an original m aturity of three months or
less to be cash equivalents. The effect of exchange rate
changes on cash flows is not material.

Disclosure of Accounting Policies

Inventories
Inventories are stated at the lower of cost or market. Cost
is determined using the average cost and first-in, first-out
methods.
Property and Equipment
Land, buildings and machinery and equipm ent are car
ried at cost.
Depreciation is recorded on the straight-line basis by
charges to costs and expenses at rates based on esti
mated useful lives of properties (average rates for build
ings 3.3%; machinery and equipm ent 6.8%).
Major renewals and betterm ents are capitalized. Main
tenance, repairs and minor renewals are expensed as
incurred. When properties are retired or otherw ise
disposed of, related cost and accumulated depreciation
are removed from the accounts.
Intangibles
The excess of purchase price over net tangible assets of
businesses acquired is carried as intangibles in the
consolidated balance sheets. It is the Company’s policy to
carry intangibles arising prior to November 1 , 1970 at cost,
while those arising after that date are amortized on a
straight-line basis over not more than forty years. The
carrying value of intangibles is evaluated periodically
in relation to the operating perform ance and future
undiscounted cash flows of the underlying businesses.
Adjustments are made if the sum of expected future net
cash flows is less than book value.
Revenue Recognition
Revenues are recognized when products are shipped.
Advertising and Promotion Expense
Production costs of future media advertising are deferred
until the advertising occurs. All other advertising and pro
motion costs are expensed when incurred or expensed
ratably over the year in relation to sales.
Income Taxes
In 1992 the Company adopted Statement of Financial
Accounting Standard (SFAS) No. 109 “Accounting for
Income Taxes,’’ which requires the use of the liability
method of accounting for deferred income taxes.
The provision for income taxes includes Federal, for
eign, state and local income taxes currently payable and
those deferred because of tem porary difference s
between the financial statement and tax bases of assets
and liabilities. A substantial portion of the undistributed
earnings of foreign subsidiaries has been reinvested and
is not expected to be rem itted to the parent company.
Accordingly, no Federal income taxes have been provided
on such earnings, and at December 31,1993, the cumula
tive amount of reinvested income was approximately
$555.0. The determ ination of the tax effect relating to such
reinvested income is not practicable.
Pension and Retirement Savings Plans
Substantially all of the Company’s employees are covered
under one of the Company’s pension plans or one of the
union-sponsored plans to which the Company contributes.
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Substantially all dom estic and Canadian salaried and
nonbargaining hourly employees participate in the Com
pany’s retirem ent savings plans. The Company’s cost of
providing the retirem ent savings plans represents its
matching of eligible contributions made by participating
employees and is recognized as a charge to income in the
year the cost is incurred.
Non-pension Postemployment Benefits
The Company provides certain health and life insurance
benefits for eligible retirees and their dependents. In 1992
the Com pany adopted SFAS No. 106 “ Em ployers’
Accounting for Postretirement Benefits Other Than Pen
sions’ ’ whereby the cost of postretirem ent benefits is
accrued during employees’ working careers. The cost of
providing these benefits was previously recognized as a
charge to income in the period the benefits were paid. The
Company elected to im m ediately recognize this obligation
rather than amortize it over future periods.
The Company provides certain other postemployment
benefits to qualified form er or inactive employees. In 1993
the Company adopted, effective January 1, 1993, SFAS
No. 112 “ Employers’ Accounting for Postemployment
Benefits.’’ The standard requires that the cost of benefits
provided to form er or inactive employees after employ
ment, but before retirem ent, be accrued when it is proba
ble that a benefit w ill be provided. The cost of providing
these benefits was previously recognized as a charge to
income in the period the benefits were paid.
Foreign Currency Translations
Assets and liabilities of foreign affiliates are generally
translated at current exchange rates, and related translation
adjustments are reported as a component of share
holders’ equity. Income statement accounts are translated
at the average rates during the period. For entities in
highly inflationary countries, a com bination of current and
historical rates are used in translating assets and liabili
ties and related exchange adjustments are included in
net income.
Earnings Per Share
Earnings per common share are computed based on the
weighted average number of common shares outstanding.
Financial Instruments
The Company uses forward exchange contracts and
currency swaps to hedge certain net foreign investments,
firm com m itm ents and transactions denom inated in
foreign currencies. Gains and losses on forward contracts
are deferred and offset against foreign exchange gains or
losses on the underlying hedged item. Premiums on
currency swaps which hedge net foreign investments are
recorded in the accumulated translation adjustm ent
account to offset translation adjustments.
The Company uses interest rate swaps to manage
interest rate risk. The interest differentials from these
swaps are recorded in interest expense.
The fair values of financial instrum ents are estimated
based on quotes from brokers or current rates offered for
instrum ents with sim ilar characteristics.
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GENCORP INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A— Summary o f S ignificant Accounting Policies

Consolidation
The consolidated financial statements of the Company
Include the accounts of the parent company and its
majority-owned subsidiaries.
Revenue Recognition
Generally, sales are recorded when products are shipped
or services are rendered. Sales and income under most
government fixed price and fixed price incentive pro
duction type contracts are recorded as deliveries are
made. For contracts where relatively few deliverable units
are produced over a period of more than two years,
revenue and income are recognized at the com pletion of
m easurable tasks rather than upon delivery of the
individual units. Sales under cost reimbursement contracts
are recorded as costs are incurred and include estimated
earned fees in the proportion that costs incurred to date
bear to total estimated costs. Certain government contracts
contain cost or performance incentive provisions which
provide for increased or decreased fees or profits based
upon actual performance against established targets or
other criteria. Penalties and cost incentives are consid
ered in estimated sales and profit rates. Performance
incentives are recorded when measurable or when
awards are made and provisions for estimated losses
on contracts are recorded when such losses become
evident.
Environmental Costs
The Company expenses, on a current basis, recurring
costs associated with managing hazardous substances
and pollution in ongoing operations. The Company also
accrues for costs associated with the remediation of
environmental pollution when it becomes probable that a
liability has been incurred and its proportionate share of
the amount can be reasonably estimated.
Inventories
Inventories are stated at the lower of cost or market. The
GenCorp Automotive and GenCorp Polymer Products
segments use the last-in, first-out method. The Aerojet
segment uses the average cost method. Foreign opera
tions use the first-in, first-out method.
W ork-in-process on fixed price contracts includes direct
costs and overhead less the estimated average cost of
deliveries. Appropriate general and adm inistrative costs
are allocated to government and certain other contracts.
Property, Plant and Equipment
Refurbishm ent costs are capitalized in the property
accounts whereas ordinary maintenance and repair costs
are expensed as incurred. Gains or losses from disposals
are reflected in income. Depreciation for financial report
ing is computed principally by accelerated methods for
the Aerojet segment and by the straight-line method for
the remainder of the Company.

Goodwill
The excess of purchase price over the value of net assets
acquired is included in other assets and is amortized
generally on a straight-line basis over a 40-year period
or less.
Income Taxes
Deferred income taxes are provided for tim ing differences
between financial statement and taxable income.
Hedging Instruments
The Company periodically enters into interest rate swap
agreements in the management of interest rate exposure.
The differential to be paid is accrued as interest rates
change and is recognized over the life of the agreements.
The notional amounts of swap agreements are matched
with a related underlying liability and as such are not
subject to lower of cost or market value accounting.
Statement of Cash Flows
For the purposes of the statement of cash flows, all highly
liquid debt instrum ents purchased with a m aturity of three
months or less are considered to be cash equivalents.
Earnings Per Share
Primary earnings per share of common stock is calculated
by dividing net income by the weighted average number of
common shares outstanding. For fully diluted earnings
per share, both net income and shares outstanding have
been adjusted as if the Company’s $115,000,000 8% Con
vertible Subordinated Debentures due August 1, 2002
had been converted. (See Note I on page 32 for further
inform ation regarding the debentures.)

HARSCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Summary o f S ignificant Accounting Policies

Consolidation
The consolidated financial statements include those of
the Company and its wholly-owned and majority-owned
subsidiaries; investments in unconsolidated affiliated
companies are accounted for on the equity method.
Cash and Cash Equivalents
The Company’s policy is to maintain its uninvested cash
at minimal levels. Cash and cash equivalents include
highly liquid debt instrum ents purchased with a m aturity
of three months or less.
Inventory Valuation
Inventories are stated at the lower of cost or market, cost
being determ ined using the last-in, first-out (LIFO), first-in,
first-out (FIFO) and average cost methods.
Property, Plant and Equipment
Property, plant and equipm ent is recorded at cost and
depreciated over the estimated useful lives of the assets
using principally the straight-line method. Generally,
when property is retired from service, the cost of the retire
ment is charged to the allowance for depreciation to the
extent of the accumulated depreciation thereon and the
balance is charged to income.

Disclosure of Accounting Policies

Cost in Excess of Net Assets of Businesses Acquired
Cost in excess of net assets of businesses acquired is
amortized on a straight-line basis over periods not to
exceed 30 years. The Company’s policy is to record an
im pairm ent loss against the net unamortized cost in
excess of net assets of businesses acquired in the period
when it is determined that the carrying amount of the
asset may not be recoverable. This determ ination is
based on an evaluation of such factors as the occurrence
of a significant event, a significant change in the environ
ment in which the business operates or if the expected
future net cash flows (undiscounted and w ithout interest)
would become less than the carrying amount of the asset.
Long-Term Defense Contracts
Defense contracts are accounted for under the percent
age of completion (units-of-delivery) method, whereby
sales and estimated average cost of the units to be
produced under a contract are recognized as deliveries
are made or accepted. Changes in estimates for sales,
costs, and profits are recognized in the period in which
they are determ inable using the cum ulative catch-up
method of accounting. Claims are considered in the
estimated contract performance at such tim e as realiza
tion is probable. Any anticipated losses on contracts are
charged to operations as soon as they are determinable.
Inventory costs include factory overhead, general and
adm inistrative expenses, initial tooling and other related
costs. Internal research and development costs are
charged to expense or allocated to production contracts,
as applicable, when incurred. Under certain arrangements
in which a customer shares in product development
costs, the Company’s portion of such costs is expensed
as incurred.
Income Taxes
All U.S. Federal and state income taxes and foreign taxes
are provided currently on the undistributed earnings of
foreign subsidiaries and unconsolidated affiliated compa
nies, giving recognition to current tax rates and applicable
foreign tax credits.
The Company adopted Statement of Financial Account
ing Standards (SFAS) No. 109 “Accounting for Income
Taxes,’’ effective January 1, 1993. The adoption of SFAS
109 changes the Company’s method of accounting for
income taxes from the deferred method under Accounting
Principles Board Opinion No. 11 to an asset and liability
approach. Deferred income taxes are recognized for all
tem porary differences between the tax and financial
reporting bases of the Company’s assets and liabilities
based on enacted tax laws and statutory tax rates applica
ble to the periods in which the differences are expected to
affect taxable income.
Investment and Other Tax Credits
United States tax credits are used to reduce federal
income taxes otherwise payable for the year in which they
arise. However, for financial reporting purposes, tax
credits are deferred and amortized into income as a
reduction of income tax expense over the average useful
lives of the properties which gave rise to the credits.
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Employee Benefits
The Company has pension and profit sharing retirement
plans, most of which are noncontributory, covering
substantially all its employees and outside directors. The
benefits for salaried employees generally are based on
years of service and the employee’s level of compensa
tion during specified periods of employment. Plans
covering hourly employees generally provide benefits of
stated amounts for each year of service. The Company’s
funding policy for qualified plans is consistent with federal
regulations and custom arily equals the amount deducted
for federal income tax purposes. The Company’s policy is
to amortize prior service costs over the average future
service period of active plan participants.
The Com pany has postretirem ent life insurance
benefits for a m ajority of employees, and postretirem ent
health care benefits for a lim ited number of employees
mainly under plans related to acquired companies. Effec
tive January 1 , 1992, the Company adopted Statement of
Financial Accounting Standards No. 106, “ Employers’
Accounting for Postretirem ent Benefits O ther Than
Pensions’ ’ (SFAS 106) for its dom estic plans. Effective
January 1, 1993 the Company adopted SFAS 106 for its
foreign plans, the effect of which was imm aterial. This
accounting standard requires accrual accounting for all
postretirem ent benefits other than pensions. Under the
prescribed accrual method, the Company’s obligation for
these postretirem ent benefits is to be fully accrued by the
date employees attain full eligibility for such benefits.
Prior to the adoption of SFAS 106, the cost of these
benefits was recognized on the pay-as-you-go method.
Under SFAS 106, the cost of life insurance and health care
benefits for current and future retirees are recognized as
determined under the projected unit credit actuarial
method. The Company’s postretirem ent health care and
life insurance plans are unfunded.
Effective January 1, 1993, the Company adopted
Statement of Financial Accounting Standards No. 112,
“ Employers’ Accounting for Postemployment Benefits”
(SFAS 112) for both its domestic and foreign plans, the
effect of which was immaterial. This statement requires
companies to accrue postemployment benefits if the
obligation is attributable to employees’ services already
rendered, employees’ rights to those benefits accumulate
or vest, payment of the benefits is probable and the
amount of the benefits can be reasonably estimated.
Environmental Compliance and Remediation
Environmental expenditures that relate to current opera
tions are expensed or capitalized as appropriate. Expen
ditures that relate to an existing condition caused by past
operations, and which do not contribute to current or
future revenue generation, are expensed. Liabilities are
recorded when environm ental assessm ents and/or
remedial efforts are probable, and the cost can be
reasonably estimated. Generally, the tim ing of these
accruals coincides with the earlier of com pletion of a
feasibility study or the Company’s com m itm ent to a plan
of action based on the then known facts.
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Casualty Insurance
The Company is insured for workers compensation,
automobile, general, and product liability losses through a
risk retention program. The Company accrues for the
estim ated losses occurring from both asserted and
unasserted claim s. The estim ate of the lia b ility for
unasserted claim s arising from unreported incidents is
based on an analysis of historical claim s data. The Com
pany has a wholly-owned captive insurance company for
the payment of its claim s under this risk retention
program. Annual contributions are made by the Company
to the captive insurance company to provide funding for
its retained risk.
Property Insurance
The Company generally insures its property on an all-risk
basis through conventional insurers with a minor deductible
applicable to each loss. For certain foreign operations,
the Com pany has a second wholly-owned captive
insurance company for the payment of its claim s under
such risk retention program. The captive is funded for
expected losses.
Foreign Currency Translation
The financial statements of the Company’s subsidiaries
outside the United States, except for those subsidiaries
located in highly inflationary economies, are generally
measured using the local currency as the functional
currency. Assets and liabilities of these subsidiaries are
translated at the rates of exchange at the balance sheet
date. The resultant translation adjustments are included
in equity adjustm ent from translation, a separate compo
nent of stockholders’ equity. Income and expense items
are translated at average m onthly rates of exchange.
Gains and losses from foreign currency transactions of
these subsidiaries are included in net earnings. R>r sub
sidiaries operating in highly inflationary economies, gains
and losses on foreign currency transactions and balance
sheet translation adjustments are included in net earnings.
Foreign Exchange
The Company has significant foreign investments. It is the
Company’s policy to reduce substantially the effects of
flu c tu a tio n s In fo re ig n cu rre n cy exchange rates
associated w ith these investments by managing its
currency exposure which includes foreign currency hedg
ing activities. The Company enters into foreign exchange
forward contracts to hedge the effect of foreign currency
fluctuations on the financial statements.
The Company enters into contracts to buy and sell
foreign currencies in the future only to protect the U.S.
dollar value of certain investments and future foreign
currency transactions. The Company does not engage in
speculation. The gains and losses on these contracts are
included in income when the operating revenues and
expenses are recognized and, for assets and liabilities, in
the period in which the exchange rates change. The cash
flows from forward contracts accounted for as hedges of
identifiable transactions are classified consistent with the
cash flows from the transactions being hedged.
Reclassifications
Certain amounts in the 1992 and 1991 financial state
ments and notes have been reclassified to conform with
the 1993 presentation.

HARTMARX CORPORATION (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f Accounting Policies

Principles of Consolidation
The Company and its subsidiaries (“ the Company’’) are
engaged in the manufacturing and marketing of quality
men’s and women’s apparel to independent retailers and
through owned retail stores and catalogs. The consoli
dated financial statements include the accounts of the
Company and all subsidiaries. All significant intercom 
pany accounts and transactions have been elim inated in
consolidation. Certain prior year amounts have been
reclassified to conform to the current year’s presentation.
Cash and Cash Equivalents
The Company considers as cash equivalents all highly
liquid investments with an original m aturity of three
months or less.
Inventories
Inventories are stated at the lower of cost or market.
Approxim ately 18% and 23% of the Company’s invento
ries at November 3 0 ,1992 and 1993, respectively, primarily
work in process and finished goods, are valued using the
last-in, first-out (LIFO) method. The first-in, first-out (FIFO)
method is used for substantially all raw m aterials and the
remaining m anufacturing and retail inventories.
Property, Plant and Equipment
Properties are stated at cost. Additions, major renewals
and betterm ents are capitalized; maintenance and repairs
which do not extend asset lives are charged against earn
ings. Profit or loss on disposition of properties is reflected
in earnings and the related asset costs and accumulated
depreciation are removed from the respective accounts.
Depreciation is generally computed on the straight line
method based on useful lives of 20 to 45 years for build
ings, 5 to 20 years for building improvements and 3 to 15
years for furniture, fixtures and equipment. Leasehold
improvements are amortized over the term s of the respec
tive leases.
Revenue Recognition
W holesale sales are recognized at the tim e the order is
shipped. Retail sales, which include sales of merchandise
and leased departm ent income, are net of returns and
exclude sales taxes.
Store Opening/Closing Costs
Non-capital expenditures incurred for new or remodeled
retail stores are expensed upon construction com pletion.
When a store is closed, the rem aining investment in
fixtures and leasehold improvements, net of expected
salvage, is charged against earnings; the present value of
any remaining lease liability, net of expected sublease
recovery, is also expensed.
Intangibles
Intangible assets are included in “ Investments and Other
Assets’ ’ at cost, less am ortization, which is provided on a
straight-line basis over their economic lives, usually 10
years or less.

Disclosure of Accounting Policies

Income Taxes
Effective December 1, 1991, the Company adopted
Statement of Financial Accounting Standards No. 109—
Accounting for Income Taxes, which requires recognition
of deferred tax assets and liabilities for the expected
future tax consequences of events that have been
included in the financial statements or tax returns. Under
this method, deferred tax assets and liabilities are deter
mined based on the differences between the financial
statement and tax bases of assets and liabilities using
enacted tax rates in effect for the year in which the differ
ences are expected to reverse.
Prior to fiscal 1992, the provision (benefit) for income
taxes was based on income and expenses included in the
accom panying consolidated statem ent of earnings
whereby tim ing differences were classified as deferred
tax assets or liabilities based on the respective tax rates
then in effect.
Retirement Plans
The Company and its subsidiaries maintain benefit plans
covering substantially all employees other than those
covered by m ulti-em ployer plans. In accordance with
Statement of Financial Accounting Standards No. 87—
Employers’ Accounting for Pensions, pension expense or
income for the Company’s principal defined benefit plan
is determined using the projected unit credit method.
Pension expense under each m ulti-em ployer plan is
based upon a percentage of the em ployer’s union payroll
established by industry-wide collective bargaining agree
ments; such pension expenses are funded as accrued.
Retiree Medical Program
Certain health and insurance programs are made available
to non-union retired employees and eligible dependents.
Approxim ately 175 retired employees are currently partic
ipating; substantially all non-union employees employed
prior to September 1 ,1993 could ultim ately remain eligible
upon attaining retirem ent age while employed by the
Company. These retiree programs, after considering retiree
contributions which offset the full cost, did not have a
significant effect on earnings. Statement of Financial
Accounting Standards No. 106— Employers’ Accounting
for Postretirement Benefits Other Than Pensions is manda
tory for the Company’s fiscal year ending November 30,
1994. Adoption of the statement w ill have no impact on
cash flows. Since the retiree contributions offset the
full cost of the available medical programs, no transition
obligation is expected upon adoption and, accordingly,
there would be no effect on either net income or share
holders’ equity.
Other Postemployment Benefits
Statement of Financial Accounting Standards No. 112—
Employers’ Accounting for Postemployment Benefits
requires the recognition of obligations related to benefits
provided by an employer to form er or inactive employees
after employment but before retirem ent, and is mandatory
for the Company’s fiscal year ending November 3 0 , 1995.
The Company believes that adoption is not expected to
have a material im pact on its financial condition.
Stock Options
When stock options are exercised, common stock is
credited for the par value of shares issued and capital
surplus is credited with the consideration in excess of par.
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For stock appreciation rights, com pensation expense
is recognized on the aggregate difference between the
market price of the Company’s stock and the option price
only when circum stances indicate that the right, and not
the option, w ill be exercised. Compensation expense
related to restricted stock awards is recognized oyer the
vesting period. For director stock options and director
deferred stock awards, compensation expense is recog
nized at the date the option is granted or the award is
made to the outside director.
Per Share Information
The computation of earnings or loss per share in each
year is based on the weighted average number of common
shares outstanding. When dilutive, stock options and war
rants are included as share equivalents using the treasury
stock method. The number of shares used in com puting
the earnings (loss) per share was 22,056,000 in 1991,
25,629,000 in 1992 and 31,375,000 in 1993. Primary and
fully diluted earnings per share are the same for each of
these years. In July 1991, the Company sold 4.3 m illion
shares of common stock, pursuant to a public offering.
Net proceeds of $38.5 m illion were used to repay bank
borrowings. Effective December 30, 1992, the Company
completed the sale to an unrelated third party of 5,714,286
shares of its common stock along with a three-year
warrant to purchase an additional 1,649,600 shares at an
exercise price of $6.50 per share, for an aggregate price of
$30 m illion. If this transaction had occurred as of Decem
ber 1 , 1992, the net earnings per share for the year would
have been the same as the reported net earnings of
$.20 per share.
WANG LABORATORIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note B— S ignificant Accounting Policies

Bankruptcy-Related Accounting
The Company has accounted for all transactions related
to the Chapter 11 case in accordance with Statement of
Position 90-7 (“ SOP 90-7’ ’), “ Financial Reporting by
Entities in Reorganization Under the Bankruptcy Code,’’
which was issued by the American Institute of C ertified
Public Accountants in November 1990. Accordingly, liabil
ities subject to compromise under the Chapter 11 case
have been segregated on the Consolidated Balance
Sheet and are recorded for the amounts that have been or
are expected to be allowed on known claim s rather than
estimates of the amounts those claims are to receive under
the Reorganization Plan. In addition, the Consolidated
Statements of Operations and Consolidated Statements
of Cash Flows for the year ended June 3 0 ,1993 separately
disclose expenses and cash transactions, respectively,
related to the Chapter 11 case (see Note C, Reorganization
and Restructuring). In accordance with SOP 90-7, no
interest has been accrued on pre-petition, unsecured
debt. Additionally, interest income earned by WLI subse
quent to the filing of Chapter 11 is reported as a reduction
of reorganization items. The reorganized Company w ill
account for the Reorganization Plan utilizing the “ FreshStart” reporting principles contained in SOP 90-7.
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Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of WLI and all subsidiaries. All significant inter
company accounts and transactions are elim inated.
Investments in affiliated companies, owned more than
20% but not in excess of 50% , are recorded on the equity
method.
M inority Interest
M inority interest represented the m inority shareholders’
proportionate share of the equity of the Company’s Tai
wan m anufacturing subsidiary, which was 30% at June
30, 1992. The rem aining Interest in the m anufacturing
facility was sold during fiscal year 1993.
Cash and Equivalents
Cash and equivalents include tim e deposits, certificates
of deposit and marketable securities with original m aturi
ties of three months or less. Also included is restricted
cash, totaling $37.9 m illion at June 3 0 , 1993. Restrictions
relate prim arily to financing arrangements (see Note E,
Financing Arrangements) and reserves for the Com
pany’s insurance subsidiaries.
Currency Translation
For most non-U.S. subsidiaries, which operate in a local
currency environment, assets and liabilities are translated
at year-end exchange rates, and income statement items
are translated at the average exchange rates for the year.
Translation adjustm ents are reported in a separate
component of stockholders’ equity which also includes
exchange gains and losses on loans designated as
hedges of non-U.S. net investments and on certain inter
company balances of a long-term investment nature.
For those non-U.S. subsidiaries operating in U.S. dollars
or in a highly inflationary economy, net nonmonetary
assets are translated at historical exchange rates, and net
monetary assets are translated at current exchange rates.
Translation adjustments are included in the determ ination
of income.
Concentration of Credit Risk
Financial instruments that potentially subject the Company
to concentration of credit risk consist prim arily of
tem porary cash investments and trade receivables. The
Company restricts investment of tem porary cash invest
ments to financial institutions with high credit standing.
Credit risk on trade receivables is minimized as a result of
the large and diverse nature of the Company’s worldwide
custom er base. In addition, at June 3 0 ,1993, trade receiv
ables included $28.0 m illion due from the U.S. government.
Capitalized Software Costs
Certain costs of internally developed software to be sold,
leased, or otherwise marketed are capitalized and amor
tized over the economic useful life of the software product,
which is generally three years. Unamortized capitalized
software costs were $1.8 m illion and $10.7 m illion at June
3 0 , 1993 and 1992, respectively.
Inventories
Inventories are stated at the lower of first-in, first-out cost
or market.

Depreciable Assets
Property, plant, equipment, and spare parts and rental
equipment are stated at cost less accumulated deprecia
tion. Depreciation is computed principally by use of the
straight-line method.
Depreciable lives are summarized as follows:
Buildings and improvements
M achinery and equipment
Spare parts and rental equipm ent

6-40 years
3 -10 years
3 - 5 years

Revenue Recognition
Revenue from product sales are recognized at tim e of
shipm ent. Software revenue is recognized upon delivery.
Revenues from services are recognized ratably over the
contract period or as services are performed. Revenues
from royalty agreements are recognized as earned over
the contract term.
Income Taxes
The provision for income taxes includes amounts cur
rently payable and deferred income taxes arising prim ar
ily from the use of more accelerated depreciation methods
for tax purposes. Provision is made for income taxes on
undistributed earnings of non-U.S. subsidiaries, unless
such earnings are considered perm anently invested.
Earnings Per Share
Earnings (loss) per share is based on the weighted aver
age number of Class B and Class C common shares and
common share equivalents, if applicable, outstanding
during the respective periods (170,868,457 shares in 1993,
169,620,043 in 1992, and 166,589,842 in 1991).
Postretirement Benefits
Effective July 1, 1992, WLI changed its retirem ent and
savings programs, resulting in the freezing of benefits
under a defined benefit pension plan (see Note H, Pos
tretirem ent Benefits), the term ination of the existing
employee profit sharing and stock bonus plans, and
amending the incentive savings plan to create the new
Wang Retirement Savings Plan. Under the amended
plan, WLI w ill make a basic annual contribution equal to
2% , 3% , or 4% of an employee’s pay based on length of
service w ith an additional transition contribution of 1% or
2% for employees who were 55 or older as of June 30,
1992. In addition, WLI w ill match employees’ voluntary
contributions to the plan in an amount equal to 50% of the
first 4% of an employee’s pay contributed to the plan. The
Company makes an additional contribution based on its
operating income as a percentage of revenue each year.
This additional contribution is a percentage of the basic
contribution that the Company makes, and ranges from
15% of the basic contribution for operating income that is
4% of revenue, to 100% of the basic contribution for oper
ating income that is 9% or more of revenue.
Non-U.S. employees are covered by defined contribution
and/or defined benefit pension plans in several countries,
in accordance with applicable government regulations
and local practices.
Certain postretirem ent health care and life insurance
benefits are provided for current U.S. retirees and
employees who w ill be eligible to retire by June 3 0 , 1995
(see Note H).
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CHANGE IN ACCOUNTING ESTIMATES

ACCOUNTING CHANGES
APB O pinion No. 20 “ defines various types of accounting
changes and establishes guides for determ ining the
manner of reporting each type.” Table 1-8 lists the
accounting changes disclosed in the 1993 annual reports
of the survey companies.
Obviously, the most numerous accounting changes
indicated by Table 1-8 were activated by a particular
Statem ent of Financial Accounting Standards. The
requirements of SFAS No 106, Postretirement Benefits,
and SFAS No. 109, Income Taxes, are effective for fiscal
years beginning after December 15, 1992 and conse
quently applied to 65% of the 1993 survey companies.
The requirements of SFAS No. 112, Postemployment
Benefits, and SFAS No. 115, Investments in Debt and
Equity Securities, are effective for fiscal years beginning
after December 15,1993 and therefore did not apply to the
1993 survey companies.
Of the 233 companies adopting SFAS No. 109,217 com
panies did not restate prior year financial statements and
16 companies did restate prior year financial statements.
Of the 176 companies adopting SFAS No. 1 06,150 com
panies im m e d ia te ly recognize d the accum ulated
postretirem ent benefit obligation and 26 companies are
recognizing the obligation over a 20-year period.
Examples of accounting change disclosures follow.

Number of Companies
1993 1992 1991 1990
233

244
—

16
16

—
16

151
1
39

122
19
2

—

—

224

121

—

—

176
87
21

198
21

6
1

4
3

3
2

2
7
6
3
5
21

2
—
—
6
3
5
17

3
3
—
4
5
1
17

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. D epreciation o f Plant and Equipm ent
During 1993, the Company completed a review of its fixed
asset lives. The Company determined that as a result of
actions taken to increase Its preventative maintenance
and programs initiated with its equipm ent suppliers to
increase the quality of their products, actual lives for
certain asset categories were generally longer than the
useful lives for depreciation purposes. Therefore, the
Company extended the estimated useful lives of certain
categories of plant and equipment, effective April 1 , 1993.
The effect of this change in estimate reduced depreciation
expense for the year ended December 31,1993 by $14 m il
lion and increased income before cum ulative effect of
accounting change by $8 m illion ($.19 per share).

STONE CONTAINER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

TABLE 1-8: ACCOUNTING CHANGES

Income taxes:
SFAS 109 adopted...............
SFAS 96 adopted...............
Pension costs;
Actuarial assumptions .........
SFAS 87 adopted.................
Postretirement benefits ..........
Postemployment Benefits.........
Investments (SFAS No. 115)__
Inventories:
LIFO discontinued...............
LIFO adopted .....................
Capitalization of costs
formerly expensed..........
Other.................................
Reinsurance contracts............
Depreciable lives ...................
Depreciation method..............
Reporting entity.....................
Other— described...................

OW ENS-CORNING FIBERGLAS
CORPORATION (DEC)

—

—

—

3
1
—

3
—
5
3
6
13

Goodwill and Other Assets
Goodwill is amortized on a straight-line basis over 40
years, and is recorded net of accumulated am ortization of
approxim ately $129 m illion and $107 m illion at December
3 1 ,1993 and 1992, respectively. The Company assesses
at each balance sheet date whether there has been a per
manent im pairm ent in the value of goodwill. This is
accomplished by determ ining whether projected undis
counted future cash flows from operations exceed the net
book value of goodwill as of the assessment date. Such
projections reflect price, volume and cost assumptions.
Additional factors considered by management in the
preparation of the projections and in assessing the value
of goodwill include the effects of obsolescence, demand,
com petition and other pertinent economic factors and
trends and prospects that may have an im pact on the
value or remaining useful life of goodwill. Deferred debt
issuance costs are amortized over the expected life of the
related debt using the interest method. Start-up costs on
major projects were capitalized and amortized over a
ten-year period prior to October 1 , 1993. Effective October
1 , 1993, the Company changed its estimate of the useful
life of deferred start-up costs to a five-year period. The
effect of this change in estimate was to increase deprecia
tion and am ortization expense by approxim ately $3.1 m il
lion and decrease net income by $2.0 m illion or $.02 per
common share. Other long-term assets include $80 m il
lion and $73 m illion of unamortized deferred start-up costs
at December 3 1 ,1993 and 1992, respectively.

38

Section 1: General

CHANGE IN ACCOUNTING PRINCIPLES

CROWN CORK & SEAL COMPANY, INC. (DEC)
Consolidated Statements of Income

Income Taxes

1993

Consolidated Statements of Income
1993

1992

1991

(In thousands)
Income From Continuing Operations
Discontinued Operations:
Loss from discontinued operations
(net of tax benefits of $317, $658
and $484 for 1993,1992 and
1991, respectively)
Loss on disposal of discontinued
operations (net of tax benefit
of $4,030)
Loss From Discontinued Operations
Income Before Cumulative Effect
of Change in Accounting for
Income Taxes
Cumulative Effect of Change in
Accounting for Income Taxes
Net Income

1992

1991

(in millions, except per share amounts)

COHERENT, INC. (SEP)

$ 9,319

(1,592)

$ 5,227

(2,583)

$887

Income before cumulative effect of
accounting changes
Cumulative effect of accounting
changes for:
Income taxes Note B
Postretirement benefits other than
pensions, net of $46.0 tax
benefit Note B
Postemployment benefits, net of
$8.5 tax benefit Note B
Net income

$180.9

$155.4

$128.1

_
(16.1)
$ 99.1 $155.4

_

23.5
(89.2)

$128.1

(660)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In m illions, except p e r share data)

(2,817)
(4,409)

(2,583)

(660)

4,910

2,644

227

5,637
$10,547

_

_

$2,644

$227

Note 1 (In Part): Summary o f S ignificant Accounting Policies

Income Taxes
Federal income taxes have not been provided on a portion
of the unremitted earnings of foreign subsidiaries either
because such earnings are intended to be permanently
reinvested or because foreign tax credits are available to
offset any planned distributions of such earnings. The total
amount of unrem itted earnings of foreign subsidiaries
was approximately $5,586,000 at September 25, 1993.
W ithholding taxes of approximately $23,000 would be
payable upon repatriation of such earnings which would
result in additional foreign tax credits.
During fiscal 1993, the Company elected early adoption
of Statement of Financial Accounting Standards (SFAS)
109, “Accounting for Income Taxes.” This statement
superseded the previous accounting standard for income
taxes, SFAS 96, which the Company adopted in fiscal
1988. Both SFAS 96 and SFAS 109 require the use of the
liability method for recording deferred income taxes.
Under SFAS 96, deferred tax assets could not be recog
nized unless they offset reversals of deferred tax liabilities
or could be recovered as income tax refunds through
existing loss carryback provisions. Under SFAS 109, the
deferred tax assets are recognized if it is more likely than
not that a benefit w ill be realized.
The cum ulative effect of this accounting change, which
resulted in recognizing previously unrecognized tax
benefits for years prior to fiscal 1993, increased net
earnings for fiscal 1993 by $5,637,000 or $.56 per share.
Income taxes for 1992 and 1991 have not been restated for
this change.

B. Accounting Changes
Effective January 1, 1993, the Company adopted, as
required, SFAS No. 106, “ Employers’ Accounting for Postretirem ent Benefits Other Than Pensions,” and SFAS
No. 109, “ Accounting for Income Taxes.” In the fourth
quarter of 1993, effective January 1, 1993, the Company
adopted SFAS No. 112, “ Employers’ Accounting for
Postemployment Benefits.” The increm ental after-tax
effect of these accounting changes was a non-cash
charge to 1993 earnings of $2.5 or $.03 per share.
SFAS No. 106 requires employers to recognize the
costs and obligations for postretirem ent benefits other
than pensions over the employees’ service lives. Previ
ously, such costs were generally recognized as an
expense when paid. The cum ulative effect of im plem ent
ing SFAS No. 106 as of January 1, 1993 resulted in a
non-cash after-tax charge to net income of $89.2 or $1.03
per share.
SFAS No. 109 establishes new accounting and report
ing standards for income taxes and requires adopting the
liability method, which replaces the deferred method
required by Accounting Principles Board Opinion (APB)
No. 11. The cum ulative effect of Implementing SFAS No.
109 as of January 1 , 1993 resulted in a non-cash increase
to net income of $23.5 or $.27 per share.
SFAS No. 112 requires employers to accrue the costs
and obligations of postemployment benefits (severance,
disability, and related life insurance and health care
benefits) to be paid to inactive or form er employees. Prior
to adoption, the Company had recognized expense for the
cost of these benefits either on an accrual or on an “ as
paid” basis, depending on the plan. The cum ulative effect
of Implementing SFAS No. 112 resulted in a non-cash
after-tax charge to net income of $16.1 or $.18 per share as
of January 1 , 1993.
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SUN COMPANY, INC. (DEC)

THE LAMSON & SESSIONS CO. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statements of Income

Note A (In Part): Accounting Policies

1993

Income Taxes
Beginning in fiscal year 1993, the Company adopted the
provisions of Statement of Financial Accounting Standards
(SFAS) No. 109, “ Accounting for Income Taxes.” There
was no cumulative effect nor any impact on the Company’s
financial position as a result of this adoption. Investment
tax credits are recorded using the flow-through method. In
previous years, the Company followed the provisions of
SFAS No. 96.
NATIONAL INTERGROUP, INC.

Capital in
For the three years
Common excess of
ended March 31,1993
stock par value

Retained
earnings

Treasury
stock

(Thousands of dollars)
$119,382 $220,412 $429,964 $(56,733)

119,382

1991

Income (loss) from continuing operations
before cumulative effect of change in
accounting principle
Income (loss) from discontinued operations
Cumulative effect of change in accounting
principle (Note 7)
Net Income (Loss)

$283
—

$(317) $(130)
(257)
19

5
$288

(261)
—
$(559) $(387)

NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS

Statements of Consolidated Stockholders’ Equity

Balance at March 31,
1990, as previously
reported
Adjustment of
stockholders'
equity as a result
of the adoption
of Statement
of Financial
Accounting
Standards No. 109
(see Note B)
Balance at March 31,
1990, as restated

1992

(Millions of dollars, except per share amounts)

220,412

(18,513)
411,451

(56,733)

Note B—Restatement of Prior Period Balances
In 1993 the Corporation adopted the provisions of State
m ent of F inancial Accounting Standards No. 109,
“Accounting for income Taxes" (“ SFAS 109” ), which
requires a change from the deferred method to a liability
method of accounting for income taxes. The Corporation
has elected to retroactively apply SFAS 109 to all periods
beginning after March 3 1 , 1987 by restating the financial
statements from fiscal 1988 through fiscal 1992. Retro
active application of the new accounting standard had no
effect on net income in 1991, increased net income by $.7
m illion or $.03 per share in 1992 and resulted in a cumula
tive reduction of retained earnings at March 31, 1990 of
$18.5 m illion. Such changes were principally due to the
adjustment of the purchase price allocation on acquisitions
by FoxMeyer prior to 1991.

7 (In Part): Changes in Accounting Principles
Effective January 1 , 1993, Sun adopted the provisions of
SFAS No. 109 which changed the method of com puting
deferred income taxes from a deferred to a liability
approach. Under the liability method, deferred income
taxes are determined based on tem porary differences
between the financial statement and tax bases of assets
and liabilities, using enacted tax rates in effect during the
years in which the differences are expected to reverse,
and on available tax credits and carryforwards. The
cum ulative effect of this accounting change for years prior
to 1993, which is shown separately in the consolidated
statement of income for 1993, increased net income for
1993 by $5 m illion, or $.05 per share of common stock.
Excluding the cum ulative effect, this change increased
net income for 1993 by $45 m illion or $.42 per share of
common stock, prim arily due to lower U.S. income tax
expense on foreign earnings including a $22 m illion
reduction in deferred income tax expense attributable to
the 1993 sale of certain exploration properties in the U.K.
North Sea (Note 2). Since the deferred income tax assets
and liabilities w ill have to be adjusted for any enacted
change in tax rate, Sun’s net income may be subject to
increased volatility.
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Postretirement Benefits

BECTON, DICKINSON AND COMPANY (SEP)
C onsolid ated S tatem ents o f Incom e

BANTA CORPORATION (DEC)

1993
1992
1991
(Thousands of dollars, except per share amounts)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3 (In Part): Employee B enefit Plans

Postretirement Health Care Costs
The C orporation and its subsidiaries provide non
contractual lim ited health care benefits for certain retired
employees. Through 1992 the cost of retiree health care
benefits was recognized as expense when claim s were
paid. Effective in 1993, the Corporation established a new
unfunded postretirem ent health care program which
covers most of its non-union employees. The new program
provides for defined initial contributions by the Corpora
tion toward the cost of postretirement health care coverage.
The balance of the cost is borne by the retirees. The
program provides that increases in the Corporation’s
contribution toward coverage w ill not exceed 4% per year.
Effective January 3, 1993, the Corporation adopted
Statement of Financial Accounting Standard No. 106,
“ Em ployers’ Accounting for Postretirem ent Benefits
Other than Pensions.’’ In connection with the adoption of
this statement, the Corporation elected to am ortize the
accumulated postretirem ent benefit obligation (transition
obligation), aggregating $5,088,000 as of January 3 , 1993,
over a 20-year period.
The following table sets forth the program’s status at
January 1 , 1994:

(Dollars in thousands)
Accumulated postretirement benefit obligation;
Retirees
Other active plan participants
Fully eligible active plan participants
Unrecognized transition obligation
Unrecognized net loss
Accrued postretirement benefit cost

$2,115
3,452
586
6,153
(4,837)
(415)
$ 901

The net periodic postretirem ent benefit cost for 1993
included the following components:

Dollars in thousands
Service cost— benefits earned during the year
Interest cost on accumulated postretirement
benefit obligation
Amortization of transition obligation
Net periodic postretirement benefit cost

$ 385
400
254
$1,039

The amounts charged to expense under the previous
method of accounting for postretirem ent health care were
$243,000 and $174,000 in 1992 and 1991, respectively.
The discount rate used in determ ining the accumulated
postretirem ent benefit obligation was 7.5%. Due to the
terms of the Corporation’s postretirem ent health care pro
gram, assumed health care cost rate trends do not affect
the Corporation’s costs.

Income Before Cumulative Effect
of Accounting Changes
$212,840 $200,753 $189,789
Cumulative effect of accounting
changes, net of taxes
(141,057)
—
—
Net Income
$ 71,783 $200,753 $189,789
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Thousands o f dollars, except p er share am ounts
Note 1 (In Part): Summary o f S ignificant Accounting Policies

Accounting Changes
In the fourth quarter of 1993, the Company adopted three
Statements of Financial Accounting Standards (SFAS)
retroactive to October 1, 1992. The cum ulative effect on
prior years and the net incremental charges attributable to
the adoption of SFAS No. 106, Em ployers’ Accounting For
Postretirem ent Benefits O ther Than Pensions; SFAS No.
112, Employers ’ A ccounting For Postem ploym ent B enefits;
and SFAS No. 109, Accounting fo r Incom e Taxes, are
included in the determ ination of net income in 1993,
as follows:
Cumulative Effect
Pre-tax
After-tax Per Share
SFAS No. 106
SFAS No. 112
SFAS No. 109

$(189,150) $(119,130)
(46,155)
(29,765)
7,838

$(1.55)
(.38)
.10

SFAS No. 106
SFAS No. 112
SFAS No. 109

1993 Incremental Effect
Pre-tax
After-tax Per Share
$ (19,600) $ (12,420) $
(.17)
2,325
3,632
.03
3,725
.03

In connection w ith the Accounting Changes, certain 1992
balance sheet accounts have been reclassified to con
form to the 1993 presentation.
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CONAGRA, INC. (MAY)

Note 3 (In Part): B enefit Plans

In addition to providing pension benefits, the Company
and its domestic subsidiaries provide certain health
care and life insurance benefits for retired employees.
Substantially all of the Company’s domestic employees
may become eligible for these benefits upon retirement
from the Company. The Company’s cost of benefits for
foreign retirees is minimal as health care and life insur
ance coverage is generally provided through government
plans. In the fourth quarter of 1993, the Company adopted
the provisions of SFAS No. 106, Employers’ Accounting fo r
Postretirem ent Benefits O ther Than Pensions, retroactive
to October 1, 1992. This Statement requires accounting
for these benefits on an accrual basis rather than the
form er cash basis. The Company recorded the transition
obligation as the cum ulative effect of an accounting
change in the amount of $119,130 (net of $70,020 in related
income tax benefits).
Postretirement benefit costs for 1993 include the follow
ing components:
Service cost: benefits earned during the year
Interest cost on projected benefit obligation
Postretirement benefit cost

$ 9,645
15,830
$25,475

Amounts included in expense for 1992 and 1991 under the
cash basis method were $5,800 and $5,000, respectively.

In the fourth quarter of 1993, the Company also changed,
retroactive to October 1 , 1992, its accounting for postem
ployment benefits for ail employees from a cash basis to
an accrual basis, in com pliance with SFAS No. 112,
Em ployers’ A ccounting fo r Postem ploym ent Benefits.
Postem ploym ent benefits include d isa b ility-re la te d
benefits, severance pay and continuation of health care
benefits during the period after employment but before
retirement. The cum ulative effect of this accounting
change was a charge of $29,765 (net of $16,390 in related
income tax benefits).
Note 6 (In P art): incom e Taxes
In the fourth quarter of 1993, the Company adopted the
provisions of SFAS No. 109, Accounting fo r Incom e Taxes,
retroactive to October 1 , 1992. The adoption of SFAS No.
109 changes the Company’s method of accounting for
income taxes to an asset and liability approach from the
deferred method under Accounting Principles Board
Opinion No. 11 (APB No. 11). The Statement requires that
deferred taxes reflect tax consequences on future years of
differences between the financial reporting and tax bases
of assets and liabilities. The cum ulative effect of this
accounting change was a credit of $7,838.

C onsolid ated S tatem ents o f E arnings

____________________________ 1993

1992

1991

(In millions except per share amounts)
Income before cumulative effect of
change in accounting principle
$391.5 $372.4
Cumulative effect of change in
accounting for nonpension
postretirement benefits
(net of taxes of $74.2)_____________ (121.2)
—
270.3
372.4
Net income

$332.0

—
332.0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Other Postretirement Benefits
In fiscal 1993, the Company adopted the provisions of
Statement of Financial Accounting Standards No. 106
(SFAS 106), “ Employers’ Accounting for Postretirement
Benefits Other Than Pensions.’’ This statement, which
must be implemented by U.S. companies, requires that
the estimated cost of postretirem ent benefits other than
pensions be accrued over the period earned rather than
expensed as incurred. The Company has elected to
recognize this change in accounting on the immediate
recognition basis.
16 (In Part): Pension and Postretirem ent Benefits

Postretirement Benefits
The Company’s postretirem ent plans provide certain
medical and dental benefits to qualifying U.S. employees.
In the fourth quarter of 1993, the Company adopted,
effective June 1, 1992, the provisions of Statement of
Financial Accounting Standards No. 106, “ Employers’
Accounting for Postretirem ent Benefits O ther Than
Pensions.’’ This statement requires that costs of post
retirem ent benefits, prim arily health care benefits, be
accrued during an employee’s active working career.
Prior to adoption of this statement, benefits were prin
cipally expensed as incurred; however, the company
provided for a portion of the postretirem ent liability as part
of the cost of acquisitions.
Upon adoption, the Company recorded the discounted
value of expected future benefits attributed to employees’
service rendered prior to 1993 as a cum ulative effect of
accounting change. This one-time, non-cash accounting
change was net of accruals previously established and
resulted in a charge to earnings of $195.4 m illion before
taxes, $121.2 m illion after taxes, or $.52 per share. First
quarter 1993 results and earnings per share have been
retroactively restated to reflect the adoption of this
accounting change. The adoption of this new accounting
standard also had the effect of increasing 1993 post
retirem ent benefit expense by $15.5 m illion before taxes,
$9.6 m illion after taxes, or $.04 per share. Quarterly results
have been restated to reflect this $.01 per share, per
quarter, effect.
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FANSTEEL INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies
Effective January 1, 1993, the Company adopted FASB
Statement No. 106, “ Employers’ Accounting for Post
retirem ent Benefits Other than Pensions,” which requires
employers to accrue the cost of such retirem ent benefits
during the employee’s service w ith the Company. Prior to
1993, the cost of providing these benefits to retirees was
recognized as a charge to operations as claim s were
received. Adoption of Statement No. 106 resulted In
excess accrued retiree life insurance of $475,000. The
transition asset for the excess retiree life insurance is
being amortized over the average remaining working life
tim e to full benefit eligibility, which is estimated at 17
years. Therefore, the adoption of Statement No. 106 did
not have a material effect on the Company’s 1993 results
of operations.

PPG INDUSTRIES, INC. (DEC)
Statement of Income
1993

1992

1991

(Millions, except per share amounts)
Income before cumulative effect
of accounting changes
Cumulative effect of accounting
changes (See Note 2)
Other postretirement and
postemployment benefits,
net of income taxes of
$231.9 million
Income taxes
Major repairs to glass and fiber
glass melting facilities, net of
income taxes of $47.8 million
Net income

$ 295.0

(363.2)
90.4

$319.4

$201.4

The Company also adopted SFAS No. 109, “ Accounting
for Income Taxes,” effective Jan. 1, 1993. This standard
requires an asset and liability approach to accounting for
income taxes. Deferred income tax liabilities and assets
reflect the tax effects of (1) tem porary differences between
the carrying amount of assets and liabilities for financial
reporting purposes and the amounts used for income tax
purposes and (2) operating loss and tax credit carry
forwards. Deferred income tax assets, such as benefits
related to net operating loss carryforwards, are recognized
to the extent that realization of such benefits is more likely
than not. Changes in enacted tax rates or laws result in
adjustments to the recorded deferred income tax assets
and liabilities in the period that the tax law is enacted.
The $90.4 m illion cum ulative effect of this accounting
change as of Jan. 1 , 1993, has been credited to income in
1993. The effect of the accounting change on 1993 net
income, exclusive of the cum ulative effect as of Jan. 1,
1993, was not material. Previously, the Company applied
the deferral method specified in Accounting Principles
Board Opinion No. 11 to provide for deferred income taxes
w ith respect to tim ing differences between the recognition
of income and expense items for financial reporting
purposes and income tax purposes.
Effective Jan. 1 , 1993, the Company adopted the provi
sions of SFAS No. 112, “ Employers’ Accounting for
Postemployment Benefits.” This standard requires an
accrual method of recognizing the cost of postemploy
ment benefits, such as disability, severance and workers’
compensation benefits. Since the Company previously
accounted for most of these benefits on an accrual basis,
the cum ulative after-tax charge as of Jan. 1 , 1993, of the
accounting change was only $6.1 m illion. The increm ental
after-tax im pact of accruing the cost of these benefits for
1993 was not material.
POLAROID CORPORATION (DEC)

—

—
Consolidated Statement of Earnings

$ 22.2

$319.4

74.8
$276.2

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Changes in M ethods o f Accounting
Effective Jan. 1, 1993, the Company adopted SFAS No.
106, “ Employers’ Accounting for Postretirement Benefits
Other Than Pensions.” This standard requires accrual,
during the years that the employee renders the necessary
services, of the expected cost of providing postretirem ent
benefits to an employee and the employee’s covered
dependents. The Company’s previous practice was to
recognize these costs as benefits were paid. PPG elected
to recognize immediately the cum ulative effect of this
accounting change, which resulted in an after-tax charge
of $357.1 m illion (including $6.4 m illion for an equity affili
ate). The incremental after-tax im pact of accruing the cost
of these postretirem ent benefits for 1993 was not material.

1993

1992

1991

(In millions, except per share data)
Earnings before cumulative effect of
$ 67.9 $99.0
changes in accounting principle
Cumulative effect to January 1 ,1993 of
changes in accounting principle for:
Postretirement benefits other than
pensions, net of tax $85.0 million
(132.9)
(Note 11)
—
Income taxes (Note 3)
33.6
Postemployment benefits, net of tax
_
(19.9)
of $12.7 million (Note 11)
Net eamings/(loss)
$ (51.3) $99.0

$683.7

—

_
$683.7
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3 (In Part): Incom e Taxes
As of January 1, 1993, the Company adopted Financial
A ccountin g S tandards Board S tatem ent No. 109
“ Accounting for Income Taxes” , (FAS 109). The favorable
cum ulative adjustment of $33.6 m illion is the result of
recognizing the tax benefit of future deductions based
upon a “ more likely than not criterion” , instead of the
more stringent criteria of FAS 96, the Company’s previous
standard of accounting for income taxes. Prior years’
financial statements were not restated to apply the provi
sions of FAS 109.
11 (In Part): B enefit Plans
As of January 1, 1993, the Company adopted Financial
A ccounting S tandards Board S tatem ent No. 106,
“ Employers’ Accounting for Postretirem ent Benefits
Other Than Pensions” (FAS 106). This standard requires
the expensing, on an accrual basis, of all medical and life
insurance benefits the Company provides to its retirees
and their dependents. The Company elected immediate
recognition of the accumulated liability at adoption. This
resulted in a one-time, after-tax charge of $132.9 m illion
(net of income taxes of $85.0 m illion). There was no cash
flow impact associated with the adoption of FAS 106. After
recognition of the cum ulative liability at adoption, the
effect of FAS 106 on 1993 operating results was a pre-tax
expense of $28.8 m illion, approximately $20 m illion more
than the previous pay-as-you-go method of accounting.
Prior to 1993, the cost of retiree health care and life insur
ance benefits was recognized as an expense as claims
were paid. These costs totaled $8.8 m illion in 1992 and
$8.0 m illion in 1991.
Components of the Company’s net periodic postretire
ment benefit cost for the year ended December 3 1 , 1993
are as follows:

(In millions)
Service cost
Interest cost
Net periodic postretirement benefit cost

$11.2
17.6
$28.8

In the fourth quarter of 1993, the Company adopted Finan
cial Accounting Standards Board Statement No. 112,
“ Employers’ Accounting for Postemployment Benefits”
(FAS 112) retroactive to January 1, 1993. This standard
requires the expensing, on an accrual basis, of all benefits
provided to fo rm e r or in a c tiv e em ployees, th e ir
beneficiaries and covered dependents after employment
but before retirem ent. Previous to 1993, the Company
recognized these disability and survivor-related benefits
on a pay-as-you-go basis. The cum ulative effect of this
change in accounting for postem ploym ent benefits
resulted in a one-time after-tax charge of $19.9 m illion (net
of income taxes of $12.7 m illion). The effect of FAS 112 on
1993 operating results was a pre-tax charge of $6.3 m il
lion, approximately $3.8 m illion more than the previous
pay-as-you-go method of accounting. There was no cash
flow impact associated with the adoption of FAS 112.

THE READER’S DIGEST ASSOCIATION, INC. (JUN)
Consolidated Statements of Income
1993

1992

1991

(Dollars In thousands, except per share data)
Income before cumulative
effect of changes in

accounting principles
$258,250 $234,383 $209,140
Cumulative effect of changes in
accounting principles for:
Income taxes
2,375
—
—
Postretirement benefits (net
of tax benefit of $33,375)
(53,313)
— _______ —
$207,312 $234,383 $209,140
Net Income
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
D ollars In thousands, except per share data
1 (In Part): Summary o f S ignificant Accounting Policies

Changes in Accounting Principles
During the fourth quarter of 1993, the company adopted
Statement of Financial Accounting Standards (SFAS) 106,
“ Employers’ Accounting For Postretirem ent Benefits
Other Than Pensions” and SFAS 109, “ Accounting For
Income Taxes” , retroactively effective as of July 1, 1992.
Results for the first three quarters of 1993 have been
restated as a result of these adoptions (see Note 17). The
cum ulative effect of these changes resulted in a non
cash, after-tax charge of $50,938, or $.42 per share. Prior
years’ financial statements have not been restated.
7. (In Part): Postretirem ent and Postem ployem ent B enefits
In the fourth quarter of 1993, the company adopted, effec
tive July 1 , 1992, the provisions of Statement of Financial
Accounting Standards No. 106, “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions” (SFAS
106). This standard requires the accrual of the expected
costs of postretirem ent medical and other nonpension
benefits during an employee’s period of service. The
company provides basic medical, major m edical and
dental benefits to United States retired employees and
their dependents. Substantially all of the com pany’s
employees become eligible for these benefits when
they meet minimum age and service requirements. The
company has the right to m odify or term inate these
unfunded benefits.
The company elected to recognize the cum ulative
effect of this accounting change by recording the post
retirem ent benefit obligation im m ediately as a one-time
accounting adjustm ent as of July 1, 1992. Results for the
first three quarters of 1993 have been restated to reflect
this change in accounting principle (see note 17). The
cum ulative effect of adopting SFAS 106 was a pretax
change of $86,688 offset by tax benefits of $33,375 for a
net after-tax charge of $53,313, or $.44 per share. The
incremental expense recorded by the company in 1993 as
a result of the adoption of SFAS 106 was $6,447 before
taxes and $3,965 after taxes, or $.04 per share.
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Postemployment Benefits

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)
Consolidated Statement of Income

THE DUN & BRADSTREET CORPORATION (DEC)
Consolidated Statement of Income
1993
1992
1991
(Dollar amounts in millions)
Income Before Cumulative Effect of
Changes in Accounting Principles
Cumulative Effect to January 1 ,1993,
of Changes in Accounting Principles:
— SFAS No. 106, “ Employers’
Accounting for Postretirement
Benefits Other than Pensions,’’
Net of Income Tax Benefits
of $93.7
— SFAS No. 112, “ Employers’
Accounting for Postemployment
Benefits,’’ Net of Income Tax
Benefits of $150.0
Net Income

$ 428.7

$553.5

$506.5

—
(250.0)
$ 38.1 $553.5

$506.5

(140.6)

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2. Accounting Changes
During the first quarter of 1993, the Company adopted the
provisions of Statement of Financial Accounting Stan
dards No. 106 (SFAS No. 106), “ Employers’ Accounting
for Postretirement Benefits Other than Pensions.’’ The
Statement requires the accrual of the projected future cost
of providing postretirem ent benefits during the period that
associates render the services necessary to be eligible for
such benefits. In prior years, this expense was recognized
as claim s were paid.
The Company elected to im m ediately recognize the
accumulated postretirem ent benefit obligation (“ APBO’’).
Measured as of January 1, 1993, the effect of adopting
SFAS No. 106 was a one-time, non-cash, after-tax charge
of $140.6 m illion ($.79 per share).
During the third quarter of 1993, the Company adopted,
retroactive to January 1, 1993, Statement of Financial
A cco u n tin g S tandard s No. 112 (SFAS No. 112),
“ Employers’ Accounting for Postemployment Benefits’’
and restated its first quarter results to reflect the change.
SFAS No. 112 requires that employers expense the costs
of postemployment benefits paid before retirem ent, prin
cipally severance benefits, over the service lives of
employees if certain conditions are met, and must be
adopted by all companies by 1994. Under the Company’s
previous accounting policy, the total cost of such benefits
was expensed when the event occurred.
The initial effect of adopting SFAS No. 112 was a one
time, after-tax charge of $250 m illion ($1.40 per share).
There was no immediate impact on cash as a result of this
accounting change. As in the past, the cash im pact of
such postemployment benefits w ill occur as payments
are made.
Ongoing operating expenses increased m arginally as a
result of adopting SFAS No. 106 and SFAS No. 112.

1993
1992 1991
(Dollars in millions, except per share)
Income before Extraordinary Items
and Cumulative Effect of
Accounting Changes
$488.7
367.3
74.5
Extraordinary Item— Early
Extinguishment of Debt
(net of tax of $6.1 in 1993,
$6.4 in 1992)
(14.6)
(15.3)
—
Extraordinary Item— Tax Benefit
of Loss Carryovers
22.1
Cumulative Effect of Change in
Accounting for Postemployment
Benefits (net of tax of $55.2)
(Note 1)
(86.3)
Transition Effect of Change in
Accounting for Non-Pension
Postretirement Benefits (net of
—
tax of $617.0)
(1,065.7)
—
Cumulative Effect of Change in
Accounting for Income Tax
—
55.1
—
Net Income (loss)
$387.8 $ (658.6) $96.6
Note 1 (In Part): Accounting Policies

Postemployment Benefits
Effective January 1, 1993, the Company adopted State
ment of Financial Accounting Standards No. 112, (SFAS
112), “ Em ployers’ A ccounting fo r Postem ploym ent
B enefit.’’ This statement establishes accounting standards
for employers who provide benefits to form er or inactive
employees, their beneficiaries and covered dependents,
after employment but before retirem ent. Postemployment
benefits include, but are not lim ited to, salary continua
tion, severance benefits, workers’ compensation and
other disability related benefits, and the postemployment
continuation of health care benefits, life insurance
benefits and sim ilar benefits.
The cum ulative effect of adopting SFAS 112 amounted
to $141.5 m illion ($86.3 m illion after tax or $.59 per share).
This was a non-cash charge. This accounting change is
not expected to m aterially affect the Company’s operating
results or financial position in future periods.
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Investments

GENERAL ELECTRIC COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ASARCO INCORPORATED (DEC)
Note 1 (In Part): Summary o f S ignificant Accounting Policies
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Investments
The Company adopted Statement of Financial Account
ing Standards (SFAS) 115 ‘‘A ccounting for Certain Invest
ments In Debt and Equity Securities” , In 1993. Investment
in equity securities that have readily determ inable fair
values and all debt securities are classified as held to
maturity , trading, or available-for-sale securities. The
unrealized gains or losses for trading securities are
included in net earnings, while the unrealized gains or
losses on securities classified as available-for-sale
(reported at fair value) are included as a separate compo
nent of Stockholders’ equity.
6 (In Part): Investm ents

SFAS 115
In the fourth quarter of 1993, the Company adopted SFAS
115. Accordingly, certain of the Company’s investments,
principally MIM, have been classified as available-for-sale
securities and are reported at their fair value of $482.6 m il
lion compared to a historical cost of $309.1 m illion. The
unrealized gains of $173.4 m illion are reported as a sepa
rate component of stockholders’ equity, before deferred
taxes of $60.7 m illion. Investments accounted for using
the equity method of accounting (SPCC) and investments
which do not have readily determ inable fair market values
(MEDIMSA), are not affected by this accounting principle.

Investment and trading securities
On December 31, 1993, the Company adopted State
ment of Financial Accounting Standards (SFAS) No. 115,
Accounting fo r Certain investm ents in D ebt and Equity
S ecurities, which requires that investments in debt securi
ties and marketable equity securities be designated as
trading, held-to-maturity or available-for-sale. Trading secu
rities are reported at fair value, with changes in fair value
included in earnings. Investment securities include both
available-for-sale and held-to-maturity securities. Availablefor-sale securities are reported at fair value, with net
unrealized gains and losses that would be available to
share owners included in equity. Held-to-m aturity debt
securities are reported at amortized cost. See notes 10 and
11 for a discussion of the classification and reporting of
these securities at December 3 1 ,1992. For all investment
securities, unrealized losses that are other than temporary
are recognized in earnings.
Note 10. GECS Trading S ecurities

(In millions)
U.S government and federal agency securities
Corporate stocks, bonds and non-U.S.
securities
Mortgage loans
State and municipal securities

December 31,
1993
1992
$19,543 $16,172
8,969
1,292
361
$30,165

5,960
974
1,048
$24,154

The balance of GECS’ trading securities at December 31,
1992, included investments in equity securities held by
insurance affiliates at a fair value of $1,505 m illion, with
unrealized pretax gains of $94 m illion (net of unrealized
pretax losses of $37 m illion) included in equity. At Decem
ber 3 1 ,1993, equity securities held by insurance affiliates
were classified as investment securities (see note 11).
A significant portion of GECS’ trading securities at
December 31, 1993, was pledged as collateral for bank
loans and repurchase agreements in connection with
securities broker-dealer operations.
Note 11. Investm ent S ecurities
GE’s investment securities were classified as availablefor-sale at year-end 1993 and 1992. Carrying value was
substantially the same as fair value at both year ends.
At December 31, 1993, GECS’ investment securities
were classified as available-for-sale and reported at fair
value, including net unrealized gains of $1,261 m illion
before taxes. At December 31,1992, investment securities
of $9,033 m illion were classified as available-for-sale and
were reported at the lower of aggregate amortized cost or
fair value. The balance of the 1992 investment securities
portfolio was carried at amortized cost.
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A summary of GECS’ investment securities follows.
GECS investment securities
Amortized
cost

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Estimated
Gross
Gross
fair unrealized unrealized
value
gains
losses

(In millions)
December 31,1993
Corporate, non-U.S.
and other
State and municipal
Mortgage-backed
Equity
U.S. government
and federal
agency

December 31,1992
Corporate, non-U.S.
and other
State and municipal
Mortgage-backed
U.S. government
and federal
agency

$11,448
8,859
2,487
1,517

$11,595
9,636
2,507
1,826

$ 206
786
31
393

$ (59)
(9)
(11)
(84)

1,220
$25,531

1,228
$26,792

15
$1,431

(7)
$(170)

$ 4,097
6,626
246

$ 4,167
6,951
252

$

70
339
7

$ (14)
(1)

255
$11,224

264
$11,634

10
$ 426

(1)
$ (16)

December 31, 1992, amounts include gross unrealized gains and
losses of $32 million and $5 million, respectively, on investment
securities carried at amortized cost.
Contractual m aturities of debt securities, other than
mortgage-backed securities, at December 31, 1993, are
shown below.
GECS contractural maturities
(excluding mortgage-backed securities)
Amortized
cost

Estimated
fair value

(In millions)
Due in
1994
1995-1998
1999-2003
2004 and later

MARION MERRELL DOW INC. (DEC)

$ 2,665
4,326
4,316
10,220

$2,696
4,476
4,429
10,858

It is expected that actual m aturities will differ from contrac
tual m aturities because borrowers have the right to call or
prepay certain obligations, sometimes w ithout call or
prepayment penalties. Proceeds from sales of investment
securities in 1993 were $6,112 m illion ($3,514 m illion in
1992 and $2,814 m illion in 1991). Gross realized gains
were $173 m illion in 1993 ($171 m illion in 1992 and $106
m illion in 1991). Gross realized losses were $34 m illion in
1993 ($4 m illion in 1992 and $9 m illion in 1991).

5. Investm ents in M arketable S ecurities
Effective December 3 1 ,1993, the Company adopted SFAS
No. 115, “ Accounting for Certain Investments in Debt
and Equity Securities.” SFAS No. 115 requires certain
investm ents to be categorized as e ith e r Trading,
Available-for-Sale, or Held-to-Maturity. Investments in the
Trading category are carried at fair value with unrealized
gains and losses included in income. Investments in the
Available-for-Sale category are carried at fair value with
unrealized gains and losses recorded as a special
component of stockholders’ equity. Investments in the
Held-to-M aturity category are carried at amortized cost.
The im pact of adopting this standard was an increase to
stockholders’ equity of $82 m illion, net of tax. The im pact
on net income for the year was not material.
Investm ents in the A va ila b le -fo r-S a le ca te g o ry
amounted to $272 m illion at December 3 1 , 1993, and are
included in Other assets. The total amortized cost, gross
unrealized holding gains, gross unrealized holding
losses, and aggregate fair value for Available-for-Sale
debt securities are (in m illions) $42, $0.1, $0, and $42,
respectively; and $101, $134, $5, and $230, respectively,
for Available-for-Sale equity securities.
Investm ents in the H eld-to-M aturity category are
included in M unicipal bonds ($41 m illion), Short-term
investments ($59 m illion) and Other assets ($69 m illion).
The total amortized cost, gross unrealized holding gains,
gross unrealized holding losses, and aggregate fair value
for Held-to-M aturity securities are (in m illions) $169, $3,
$0.1, and $172, respectively.
In the Available-for-Sale category, debt securities
mature w ithin one year. In the Held-to-M aturity category,
$59 m illion in securities mature w ithin one year, and the
rem ainder have m aturities ranging from one to five years.
Investments in the Trading category, which amounted to
$195 m illion at December 31, 1993, are included in cash
equivalents ($135 m illion); Short-term investments ($193
m illion); and Accounts payable ($133 m illion), which rep
resent funds received on short positions and securities
sold under repurchase agreements in connection with the
Company's trading securities portfolio.
At December 3 1 ,1992, Short-term investments of $223
m illion were comprised of $129 m illion in m unicipal bonds
and other short-term investments (cost approximated
market value), and $94 m illion in marketable equity secu
rities (market value approximated $99 m illion). Cash and
cash equivalents in 1992 included $127 m illion in money
market funds, for which cost approximated market value.
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Inventories

TULTEX CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ACTION INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note B— Change In M ethod o f Inventory Valuation
The Company changed its method of inventory valuation
from the last-in, first-out (LIFO) method during 1993. The
change is reported as if it were effective the first day of the
Company’s fiscal year 1991 (July 1, 1990). The change
was made because, as a result of recent operating losses
and restructuring charges, the Company believes its
financial position is the prim ary concern of its constituents
(shareholders, bank lenders, trade creditors, customers,
etc.), and that the accounting change w ill reflect inventory
in the balance sheet at a value that more closely
represents current costs. The LIFO method results in
understatem ent of s ig n ific a n t fin a n c ia l statem ent
amounts and ratios. In addition, restructuring activities
have resulted in significant reductions in inventory levels
in recent years, and further reductions are expected in the
future. As a result of these reductions and continuous
turnover in the mix of items in the inventory, the change
w ill result in a better matching of costs and revenues. The
cum ulative effect of the change (reported as an adjust
ment to retained earnings as of July 1 , 1990) of $3,309,000
represents the reversal of the LIFO reserve at that date.
Restatement of operating results due to the change
increased cost of products sold and the net loss by
$1,430,000 ($0.26 per share) in 1993, decreased cost of
products sold and increased net earnings by $1,315,000
($0.23 per share) in 1992, and decreased cost of products
sold and increased net earnings by $78,000 ($0.01 per
share) in 1991 (in addition to the cum ulative effect). The
aggregate effect of the change was to increase share
holders’ equity by $3,272,000 as of June 2 6 , 1993.

Note 3— Inventories
The components of Inventories are as follows:

Jan. 1,
1994

Jan. 2,
1993

Dec. 28,
1991

(In thousands of dollars)
Raw materials
Goods in process
Finished goods
Supplies
Total inventory

$29,291
11,956
112,296
3,735
$157,278

$ 23,664
13,641
88,549
4,312
$130,166

$ 5,074
12,494
68,243
3,557
$89,368

During the fourth quarter of 1993, the company changed
its method of determ ining the cost of inventories from the
LIFO method to the FIFO method. Under the current eco
nomic environment of low inflation, the company believes
that the FIFO method w ill result in a better measurement
of operating results. This change has been applied by
retroactively restating the accompanying consolidated
financial statements. Although this change in method did
not m aterially impact net income in 1993, it decreased net
income by $4,001,000 or 14 cents per share in 1992, and
$416,000 or 1 cent per share in 1991.

Depreciation Method
FORD MOTOR COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (in P art): Net Property, D epreciation and
A m ortization— Autom otive
Assets placed in service before January 1, 1993, are
depreciated using an accelerated method that results in
accumulated depreciation of approximately two-thirds of
asset cost during the first half of the asset’s estimated
useful life. Assets placed in service after December 31,
1992, are depreciated using the straight-line method of
depreciation. This change in accounting principle was
made to reflect improvements in the design and flexibility
of manufacturing m achinery and equipm ent and improve
ments in maintenance practices. These improvements
have resulted in more uniform productive capacities and
maintenance costs over the useful life of an asset, and
straight-line depreciation is preferable in these circum 
stances. The effect of this change was not significant
in 1993.
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Reporting Period For Subsidiaries
PARKER HANNIFIN CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share am ounts.)
1 (In Part): S ignificant Accounting Policies
Accounting Changes

Concurrent Close
In fiscal 1993 the Company changed the end of the twelvemonth reporting period for subsidiaries outside of North
Am erica from May 31 to June 30 to provide uniform report
ing on a global basis. Accordingly, an additional month of
operating results (June 1993) for these subsidiaries is
included in the fiscal 1993 financial statements. The effect
of the change In fiscal 1993 was an increase in Net sales
of $40,089, a decrease in Income from operations of
$1,191, an increase in Interest expense of $1,122 and a
decrease in Net income of $1,484 ($.03 per share). For fis
cal years 1992 and prior, the consolidated financial state
ments for subsidiaries outside of North Am erica were
consolidated on the basis of twelve-month periods ending
May 31 and have not been restated.
THE UPJOHN COMPANY (DEC)

Including December 1993 instead of December 1992 in
the results of operations for the year 1993 for approxi
mately 50 subsidiaries involved in the accounting change,
had the effect of increasing earnings from continuing
operations by $33,466 ($.19 per share) when contrasted to
the fiscal year prior practice. The pro forma effect of
reporting 1992 on a calendar-year basis would have
reduced earnings from continuing operations by $29,095
($.17 per share). These effects were due to several factors.
In most subsidiaries, December 1992 sales were below
both those of 1993 and 1991. In the non-U.S. pharm aceuti
cal subsidiaries, circumstances related to health programs
in Japan and certain European countries resulted in high
December 1993 sales. December 1991 included sales to
certain Central European customers that did not occur in
December 1992. In 1992, sales to certain vegetable
processor customers were significantly below those of
1993 when favorable price discounts passed on savings in
storage costs. Sales of agronomic seed in December 1992
were also significantly lower than December 1993 when
shipments were accelerated to dealers with the intent of
increasing the availability of seed to farm ers early in the
sales season.
The company also adopted SFAS No. 112, “ Employers’
Accounting for Postemployment Benefits,’’ which pertains
to benefits provided to form er or inactive employees after
employment but before retirem ent. This change became
effective January 1, 1993. The cum ulative effect of this
change reduced after-tax earnings per share by $.07.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
D (In Part): Accounting Changes
During 1993 and 1992, the company adopted three
accounting statements and made one other accounting
change. The effects of these changes on prior years were
reported as the cum ulative effect of accounting changes
(net of tax). The changes were as follows:

Change in subsidiary reporting year
Adoption of; SFAS No. 112
SFAS No. 106
SFAS No. 109
Cumulative effect of accounting changes

1993
$ 7,791
11,115

$18,906

1992
$
235,677
(12,782)
$222,895

Effective January 1 ,1993, the com pany’s subsidiaries that
previously reported on a fiscal year ending November 30
changed their reporting period to a calendar-year basis.
The change was made to reflect the results of operations
and financial position of these subsidiaries on a more
tim ely basis and to increase operating and planning
efficiency. The results of operations of these subsidiaries
for the period December 1 through December 31, 1992,
constituted the accounting change that reduced after
tax earnings per share by $.04. The cash flows of these
subsidiaries for the thirteen-m onth period ended Decem
ber 3 1 ,1993, are reflected in the Consolidated Statements
of Cash Flows.

Reinsurance Contracts
PHILLIPS PETROLEUM COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In P art): Extraordinary Item s and
Accounting Changes
Effective January 1, 1993, the company adopted FASB
Statement No. 113, “Accounting and Reporting for Rein
surance of Short-Duration and Long-Duration Contracts.’ ’
The Statement was issued in December 1992 and was
effective in 1993. This Statement applies to the com pany’s
captive insurance subsidiary and requires that the com
pany show the total amount receivable from reinsurance
instead of netting the anticipated insurance recovery
against the related liability account. This increased both
long-term receivables and liabilities by $76 m illion. There
was no impact on net income.

Accounting Changes

Note 2—A ccounting Changes

Construction Contracts
ROHR, INC. (JUL)
Consolidated Statements of Operations
1993

1991

1992

(in thousands, except for per share data)
Income (Loss) Before
Cumulative Effect of
Accounting Changes
Cumulative Effect Through
July 31,1992, of Accounting
Changes— Net of Taxes
(Note 2)
Net Income (Loss)
Net Income (Loss) Per Average
Share of Common Stock:
Income (loss) before
cumulative effect of
accounting changes
Cumulative effect through
July 31,1992, of
accounting changes— net
of taxes (Note 2)
Net Income (Loss)
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$(30,581) $ 1,455

$30,517

(223,950)
$(254,531) $ 1,455

$30,517

$

(1.71) $

.08

$

1.74

(12.50)
$ (14.21) $

.08

$

1.74

Pro Forma Amounts Assuming
the Changes in the Applications
of Accounting Principles for
Long-Term Programs and
Contracts are Applied
Retroactively:
Net (Loss)
$ (30,581) $(36,271) $(22,898)
Net (Loss) Per Average
Share of Common Stock $ (1.71) $ (2.05) $ (1.31)

a. Introduction
In the third quarter, the Company changed, effective
August 1, 1992, certain elements in the application of
accounting principles relating to long-term programs and
contracts. In addition, the Company adopted the provi
sions of SFAS No. 106, “ Employers’ Accounting for PostRetirement Benefits Other than Pensions,’ ’ and SFAS No.
109, “ Accounting for Income Taxes.’ ’ Each change
requires that the Company calculate the effect of the
change in accounting principles on retained earnings as
of the first day in the fiscal year of change. These changes
do not affect the Company’s cash flow. Each of these
changes is discussed separately below.
Prior year financial statements have not been restated
to apply the provisions of adopting these standards.
b. Long-Term Contracts
In fiscal 1993, the Company changed certain elements of
its application of accounting principles relating to long-term
programs and contracts, effective August 1 , 1992. Certain
costs previously carried in inventory for am ortization over
future deliveries w ill now be expensed. These costs
include certain pre-certification costs, consisting prim arily
of tooling and design expenses in excess of negotiated
contractual values, that w ill now be expensed as identi
fied. In addition, prior to the accounting change, general
and adm inistrative expenses were expensed as period
charges, except for (1) such expenses that were clearly
related to production in accordance with Accounting
Research Bulletin No. 43 and had contractual revenue
coverage and (2) other amounts charged to commercial
programs which did not have a material im pact upon the
results of operations. The financial result of capitalizing
these latter am ounts of general and adm inistrative
expense was not material due to the offsetting impact
upon operations resulting from their inclusion as an
element of total costs for purposes of determ ining contract
and program gross margins. Following a thorough review
of its accounting policies, the Company concluded there
was a need, particularly in light of the current aerospace
environment, to have financial results more closely reflect
near-term program economics (cash flow and internal rate
of return). As a result, these changes w ill generally reduce
the number of production units and spares used in the
calculation of overall profit margins. W hile the previous
methods of applying the Company’s accounting principles
were in accordance with generally accepted accounting
principles (GAAP), the changed policies are preferable.
The application of these policies produces program and
contract estimates that are based on shorter delivery
periods, allowing a better matching of revenues and
expenses. The cum ulative effect of these changes for the
periods through July 3 1 ,1992, was a charge of $219.7 m il
lion, net of income tax benefits of $136.3 m illion. The effect
of these changes on the year ended July 3 1 ,1993, was to
increase the loss before cum ulative effect of the changes
in accounting principles by $24.6 million ($1.37 per average
common share), net of income tax benefits of $15.3 million.
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In accordance with Accounting Principles Board Opinion
No. 20, “ Accounting Changes,” pro form a amounts are
shown for net loss and net loss per average share of
common stock for all prior periods presented. The pro
form a amounts presented in the Consolidated Statements
of Operations reflect the retroactive application of these
accounting changes, net of income tax benefits (which
were allocated ratably over the pro form a restated periods)
for each period presented. Prim arily as a result of these
changes, excess-over-average inventory decreased from
$323.7 m illion at July 31, 1992 to $75.4 m illion at July 31,
1993. Pre-production inventory also decreased from
$258.4 m illion at July 3 1 ,1992 to $181.0 m illion at July 31,
1993 prim arily as a result of the accounting changes.
See Note 4.
c. Post-Retirement Benefits Other Than Pensions
The Company adopted, effective August 1, 1992, SFAS
106, “ Employers’ Accounting for Postretirement Benefits
Other than Pensions.” The accumulated postretirem ent
benefit obligation for active employees and retirees was
recorded using the immediate recognition transition
option. See Note 9b. This standard requires companies to
accrue the expected cost of providing health care benefits
to retired employees and their dependents during the
employees’ service periods. The Company previously
charged the cost of providing these benefits on a pay-asyou-go basis. The cum ulative effect of this change for the
periods through July 31,1992 was a charge of $4.3 m illion,
net of income tax benefits of $2.7 m illion. The effect of the
change on the year ended July 3 1 ,1993 was not material.
d. Income Taxes
The Company also adopted, effective August 1, 1992,
SFAS No. 109, “Accounting for Income Taxes.” See Note
6. The cum ulative effect of this change for periods through
July 31, 1992 was not material by itself. However, under
this standard, the Company recorded a substantial
deferred tax asset as a result of the other changes in
accounting principles and certain other charges recorded
in the year ended July 3 1 , 1993. See Note 6.
e. Effect of Changes
The cum ulative effect of the changes described in this
Note 2, as of August 1 , 1992 and the effect of the changes
on loss before the cum ulative effect of the changes in
accounting principles on the year ended July 31, 1993
were as follows ($ in m illions except per share data):

Cumulative Effect at Effect on the Year
August 1 ,1992
Ended July 31,1993
(Loss) Per
(Loss) Per
Average
Average
Share of
Share of
Net Common
Net Common
Stock (Loss)
(Loss)
Stock
Change in application of
accounting principles
relating to long-term
programs and
contracts— net
of taxes
Post-retirement benefits
other than pensions—
net of taxes

$(219.7)

$(12.26) $(24.6)

$(1.37)

(4.3)
$(224.0)

(2.4)
$(12.50) $(24.6)

$(1.37)

The cum ulative effect of adopting SFAS No. 109,
“Accounting for Income Taxes,” for periods through July
31, 1992 and the effect on the year ended July 3 1 , 1993
was not material by itself. However, under this standard,
the Company recorded a substantial deferred tax asset as
a result of the other changes in accounting principles and
certain other charges recorded in the year ended July 31,
1993. See Note 6. Q uarterly earnings for 1993 have been
restated as if the changes occurred at August 1 , 1992.

ESOP
SPX CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Changes in Accounting M ethods
In 1993 and 1992, the company adopted three new
accounting methods relating to its Employee Stock
Ownership Plan (“ ESOP” ), postretirem ent benefits, and
income taxes. The effect of the change of these new
accounting methods has been reflected in the consoli
dated statements of income as “ Cum ulative effect of
change in accounting methods net of taxes.”
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Effective January 1 ,1993, the company elected to adopt
new accounting for its ESOP in accordance with State
ment of Position 93-6 of the Accounting Standards Divi
sion of the Am erican Institute of C ertified Public
Accountants, issued in November of 1993. As part of this
change, the company recorded a one tim e cum ulative
charge of $5.1 m illion pretax, or $3.3 m illion aftertax. This
charge recognizes the cum ulative difference of expense
since the inception of the ESOP until January 1 , 1993 to
reflect the shares allocated method of accounting for
ESOPs. As the company adopted this accounting change
in the fourth quarter of 1993, previously reported 1993
quarterly inform ation has been restated to reflect the
change effective January 1 , 1993. See Note 10 for further
discussion of the effect of this change.
10 (In Part): Employee B enefit Plans
Employee Stock Ownership Plan (“ ESOP” )
In June 1989, the company established an ESOP, which
includes substantially all dom estic em ployees not
covered by collective bargaining agreements. The ESOP
borrowed $50 m illion, w hich is guaranteed by the
company, and used the proceeds to purchase 1,746,725
shares of common stock issued directly by the company.
Employees vest in these shares based upon a predeter
mined form ula. Employees may vote allocated shares
directly, while the ESOP trustee w ill vote the unallocated
shares proportionally on the same basis as the allocated
shares were voted. During 1993,1992 and 1991,114,588,
114,735 and 114,870 shares were allocated to the
employees, leaving 1,246,346 unallocated shares in the
ESOP trust at December 3 1 ,1993. The fair market value of
these unallocated shares was $22.1 m illion at Decem
ber 31, 1993.
The company’s contributions to the ESOP trust (in
thousands of dollars):

Compensation expense
Interest expense
Dividends
Principal payment
Total

1993
$1,925
3,902
—

288
$6,115

1992
$5,548
—

590
—

$6,138

1991
$4,840
—

1,113
—
$5,953

W ith the change in ESOP accounting in 1993, compensa
tion expense is now measured using the fair market value
when the shares are committed to the employee. Interest
expense represents the actual interest paid by the ESOP
trust and any dividends paid on unallocated shares in the
trust are recorded as direct debt principal payments rather
than as dividends.

Insurance Contracts
USX CORPORATION (DEC)
Consolidated Statement of Operations
1993

1992

1991

(Dollars in millions)
Loss before cumulative effect of changes
in accounting principles
Cumulative effect of changes in
accounting principles:
Postemployment benefits (Note 1)
Retrospectively rated insurance
contracts (Note 1)
Postretirement benefits other
than pensions
Income taxes
Net loss

$(167)

$(160) $(578)

(86)
(6)

_

_

_

(1.306)
(360)
—
$(259) $(1,826) $(578)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f P rincipal Accounting Policies

New Accounting Standards
The following accounting standards were adopted by USX
during 1993:
Postemployment Benefits
Effective January 1 ,1993, USX adopted Statement of Finan
cial Accounting Standards No. 112, “ Employers’ Accounting
for Postemployment Benefits” (SFAS No. 112). SFAS No.
112 requires employers to recognize the obligation to
provide postemployment benefits on an accrual basis if
certain conditions are met. USX is affected prim arily by
disability-related claim s covering indem nity and medical
payments. The obligation for these claim s is measured
using actuarial techniques and assumptions including
appropriate discount rates. The cum ulative effect of the
change in accounting principle determined as of January
1 , 1993, reduced net income $86 m illion, net of $50 m illion
income tax effect. The effect of the change in accounting
principle reduced 1993 operating income by $23 m illion.
Accounting for Multiple-Year Retrospectively Rated
Insurance Contracts
USX adopted Emerging Issues Task Force (EITF) Con
sensus No. 93-14, “ Accounting for Multiple-Year Retro
spectively Rated Insurance Contracts.” EITF No. 93-14
requires accrual of retrospective premium adjustments
when the insured has an obligation to pay cash to the
insurer that would not have been required absent
experience under the contract. The cum ulative effect of
the change in accounting principle determined as of
January 1 , 1993, reduced net income $6 m illion, net of $3
m illion income tax effect.
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Warehouse and Catalog Costs

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WAXMAN INDUSTRIES, INC. (JUN)
Consolidated Statements of Income
1993
Income (loss) before
extraordinary charge
and cumulative effect
of accounting change
Extraordinary charge,
early repayment
of debt, net of
tax benefit
Cumulative effect of
change in accounting
for warehouse and
catalog costs, without
tax benefit
Net income (loss)

1992

1991

$(27,130,000) $(3,212,000) $2,228,000

-

(1,186,000)

(2 ,110,000) _______- ______$(29,240,000) $(4,398,000) $2,228,000

Primary and fully diluted
earnings (loss)
per share;
Income (loss) before
extraordinary
charge and
cumulative
effect of
accounting
change
$
Extraordinary charge
Cumulative effect
of accounting
change
Net income (loss)
$

(2.33) $

(.18)
(2.51) $

(.33) $
(.12)

(.45) $

3. Change in A ccounting:
During 1993, the Company accelerated its am ortization of
certain warehouse start-up costs and catalog costs. This
change was made during the fourth quarter and was
applied retroactively to July 1, 1992. The Company had
historically amortized such costs over a period not to
exceed five years which, in m anagement’s opinion,
represented the period over which econom ic benefits
were received. The acceleration of am ortization was
made to conform with prevailing industry practice. By
accelerating am ortization, certain costs associated with
the opening of new warehouse operations are amortized
over a period of twelve months commencing the month in
which the warehouse opens. Costs associated w ith the
development and introduction of new catalogs are amor
tized over the life of the catalog, not to exceed a period of
one year.
The cum ulative effect of this change on prior years
totaled $2,110,000, or $.18 per share, and is reported
separately in the 1993 consolidated income statement,
w ithout tax benefit. The effect of the change in 1993 was
to increase both the loss before extraordinary charge and
cum ulative effect of accounting change and the net loss
by $1,191,000. This is prim arily the result of the introduc
tion of a new catalog and, in management’s opinion, is not
necessarily indicative of the expected impact of acceler
ated am ortization on future years.
The following pro forma information reflects the Com
pany’s results for fiscal years 1992 and 1991 as if the
change had been retroactively applied:

.23

.23

1992
Income (loss) before
extraordinary charge
Net income (loss)
Earnings (loss) per share:
Before extraordinary charge
Net income (loss)

1991

$(3,346,000) $2,125,000
(4,532,000) 2,125,000
$(.34)
(.46)

$.22
.22
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Future Accounting Changes

MATTEL, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DEERE & COMPANY (OCT)
Note 11— New Accounting Pronouncem ents
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)
In May 1993, the FASB issued Statem ent No. 115,
Accounting for Certain Investments in Debt and Equity
Securities. This statement requires that the insurance and
health care operations’ investments in debt and equity
securities be classified in the following three categories:
trading, held-to-m aturity or available-for-sale. Securities
classified as trading securities w ill be carried at fair
market value with unrealized gains and losses reflected in
earnings. Investment securities held by the company are
not considered trading securities. Debt securities that the
company has the postive intent and ability to hold to matu
rity, except for certain changes in circum stances such as
credit risk, w ill be classified as held to m aturity and
reported at am ortized cost. The com pany currently
carries its debt securities on this basis. Securities that are
not categorized as either trading or held to m aturity w ill be
classified as available for sale. Securities in this category,
which w ill include the company’s equity securities, w ill be
carried at fair market value with unrealized gains and
losses excluded from earnings but shown as a separate
component of stockholders’ equity. The company intends
to designate all but a small portion of its debt securities as
held-to-m aturity and, therefore, retain the current amor
tized cost basis of accounting. The new standard must be
adopted no later than fiscal year 1995 and is not expected
to have a material effect on the company’s net income or
financial position.

Postemployment Benefits
Statement of Financial Accounting Standards No. 112,
Em ployers’ Accounting fo r Postem ploym ent Benefits, is
effective for fiscal years beginning after December 15,
1993. This statement addresses the treatm ent of costs
related to postemployment plans not already accounted
for under SFAS Nos. 87 or 106, and requires that
employers who provide benefits to form er or inactive
employees after employment, but before retirem ent,
account for such costs on an accrual basis rather than as
expenditures are made. The Company’s practice has
been to accrue its obligation for such benefits when
circum stances indicate it is probable a liability has been
incurred and the am ount or range of amounts are
reasonably estimable. Therefore, there w ill be no effect on
the Company’s financial position and results of opera
tions as a result of this pronouncement.
Charitable Contributions
Statement of Financial Accounting Standards No. 116,
Accounting fo r C ontributions Received and C ontributions
Made, was issued in June 1993. The statement, which is
effective for fiscal years beginning after December 15,
1994, provides that contributions received or made,
including unconditional promises for such gifts, be recog
nized in the periods received or made at their fair values.
The Company supports the M attel Foundation with
annual cash contributions which currently are accrued
m onthly in the year of the pledge. Thus, the statement w ill
have no effect on the Company’s results of operations or
amount of expense recognized in any year, only the tim ing
of recognition with respect to interim periods.

GENERAL MOTORS CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

New Accounting Standard
In November 1992, the Financial Accounting Standards
Board (FASB) issued SFAS No. 112, Employers’ Account
ing for Postemployment Benefits, which the Corporation
w ill adopt effective January 1, 1994. The Standard
requires accrual of the costs of benefits provided to form er
or inactive employees after employment, but before
retirem ent. The Corporation expects the adoption of this
Standard in 1994 to result in an unfavorable cum ulative
effect adjustment which will be material to the Corporation’s
results of operations and the Corporation’s stockholders’
equity. The ongoing incremental effect of this Standard is
not expected to be m aterial.

SPARTON CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Summary o f S ignificant Accounting Policies

New Accounting Standards
Statement of Financial Accounting Standards No. 106,
“ Accounting for Postretirement Benefits Other Than Pen
sions,” has no effect on the Company as the Company
does not provide postretirem ent benefits of the type
described within this Statement. The Company w ill change
its method of accounting for income taxes to com ply with
Statement of Financial Accounting Standards No. 109,
“ Accounting for Income Taxes,” in the first quarter of fiscal
1994. The impact of such change w ill increase first quarter
fiscal 1994 net earnings by an estimated $264,000 ($.03
per share), resulting prim arily from a reduction in the rate
used to record deferred tax liabilities. In addition, State
m ent of F inancial A ccounting S tandards No. 112,
“ Employers’ Accounting for Postemployment Benefits,”
was issued in November 1992 with com pliance required in
fiscal 1995. The Company has not elected to early comply
with Statement No. 112. Compliance, however, is not
expected to have a material effect on the Company’s
financial position or results of operations.
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CONSOLIDATION POLICIES
Accounting Research B ulletin No. 51 states in part:
1. The purpose of consolidated statements is to
present, prim arily for the benefit of the shareholders
and creditors of the parent company, the results of
operations and the financial position of a parent
company and its subsidiaries essentially as if the
group were a single company w ith one or more
branches or divisions. There is a presumption that
consolidated statements are more m eaningful than
separate statem ents and that they are usually
necessary for a fair presentation when one of the
companies in the group directly or indirectly has a
controlling financial interest in the other companies.
5. Consolidated statements should disclose the
consolidation policy which is being followed. In most
cases, this can be made apparent by the headings or
other information in the statements, but in other
cases a footnote is required.

Effective for financial statements for fiscal years ending
after December 15,1988, Statem ent o f Financial Account
ing Standards No. 94 am ends ARB No. 51 by requiring the
consolidation of subsidiaries having nonhomogeneous
operations. Consequently, with rare exception, the survey
companies consolidate nonhomogeneous operations.
Table 1-9 shows the nature of nonhomogeneous opera
tions consolidated by the survey companies.
Examples of consolidation practice disclosures follow.

Consolidation includes All Subsidiaries
BALL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of Ball Corporation and majority-owned subsidi
aries. Investments In 20 percent-through 50 percent-owned
affiliated com panies are included under the equity
m ethod w here the com pany exercises s ig n ific a n t
influence over operating and financial affairs. Otherwise,
investments are included at cost. Differences between the
carrying amounts of equity investments and the company’s
interest in underlying net assets are amortized over
periods benefited. All significant intercompany trans
actions are elim inated.
The results of operations and net assets of the busi
nesses contributed to A lltrista Corporation, form erly a
wholly-owned subsidiary, have been segregated from
continuing operations and are captioned as “ A lltrista
operations.’’ See the note, Spin-off, for more inform ation
regarding this transaction. All amounts included in the
Notes to Consolidated Financial Statements pertain to
continuing operations except where otherwise noted.
EXXON CORPORATION (DEC)

TABLE 1-9: NONHOMOGENEOUS OPERATIONS
CONSOLIDATED

Credit........................
Insurance ...................
Leasing......................
Banks ........................
Real Estate.................

............
............
............
............
............

Number of Companies
1993 1992 1991 1990
50
54
59
56
30
35
36
31
11
11
13
9
7
6
6
10
15
16
21
21

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Accounting Policies
Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of those significant subsidiaries owned directly
or indirectly more than 50 percent.
Amounts representing the corporation’s percentage
interest in the underlying net assets of less than majorityowned companies in which a significant equity ownership
interest is held are included in “ Investm ents and
advances.’’ The corporation’s share of the net income of
these companies is included in the consolidated state
ment of income caption “ Earnings from equity interests
and other revenue.’ ’
Investments in all other companies, none of which is
significant, are included in “ Investments and advances’’
at cost or less. Dividends from these companies are
included in income as received.

Consolidation Policies

UNIFI, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policies and Financial
Statem ent Inform ation (In Part)

Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of the Company and all subsidiaries. The
accounts of all foreign subsidiaries have been included on
the basis of fiscal periods ended three months or less
prior to the dates of the consolidated balance sheets. All
significant intercompany accounts and transactions have
been elim inated. The current year and the year ended
June 2 8 , 1992 consist of fifty-tw o weeks, the year ended
June 3 0 , 1991 consists of fifty-three weeks.

Consolidation Includes
Nonhomogeneous Operations
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Financial Statement Presentation
Financial data and related measurements are presented
in the following categories.
• GE. This represents the adding together of all a ffili
ates other than General Electric Capital Services, Inc.
(“ GECS” ), which is presented on a one-line basis.
• GECS. This affiliate owns all of the common stock of
G eneral E lectric C apital C orporation (GE C apital),
Employers Reinsurance Corporation (ERC) and Kidder,
Peabody Group Inc. (Kidder, Peabody). These affiliates
and their respective affiliates are consolidated in the
GECS colum ns and constitute its business.
• C onsolidated. These data represent the adding
together of GE and GECS.
The effects of transactions among related companies
w ithin and between each of the above-mentioned groups
are elim inated Transactions between GE and GECS are
not material.
LOCKHEED CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FORD MOTOR COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Policies

Principles of Consolidation
The consolidated financial statements include all significant
majority-owned subsidiaries and reflect the operating
results, assets, liabilities and cash flows for two business
segments; Automotive and Financial Services. The assets
and liabilities of the Automotive segment are classified as
current or noncurrent, and those of the Financial Services
segment are unclassified. Affiliates that are 20% to 50%
owned, principally Mazda Motor Corporation, Autolatina
and AutoAlliance International Inc., and subsidiaries
where control is expected to be temporary, principally
investm ents in certain dealerships, are generally
accounted for on an equity basis. For purposes of Notes to
Financial Statements, “ Ford” or “ the com pany” means
Ford Motor Company and its majority-owned subsidiaries
unless the context requires otherwise.

Note 1 (In Part): Summary o f Significant Accounting Policies

Basis of Consolidation
The consolidated financial statements for the years ended
December 2 6 , 1993, December 2 7 ,1992, and December
29, 1991, include the accounts of wholly owned and
majority-owned subsidiaries. The accounts of Lockheed
Finance Corporation (LFC), a wholly owned finance
company subsidiary, are included in the consolidated
financial statements. LFC’s assets, revenues and earnings
are im m aterial and therefore not separately disclosed.
Because LFC’s business differs significantly from the rest
of Lockheed’s operations, LFC’s results of operations are
presented as a component of other income, net.
Certain reclassifications have been made to the 1992
and 1991 data to conform to the 1993 presentation.
NAVISTAR INTERNATIONAL CORPORATION (OCT)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f A ccounting Policies

GENERAL ELECTRIC COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies

Consolidation
The consolidated financial statements represent the
adding together of ail affiliates— companies that General
Electric directly or indirectly controls, either through
m ajority ownership or otherwise. Results of associated
com panies-com panies that are not controlled but are
20% to 50% owned— are included in the financial state
ments on a “ one-line” basis.

Basis of Consolidation
Navistar International Corporation is a holding company,
whose principal operating subsidiary is Navistar Interna
tional Transportation Corp. (Transportation). Transportation
operates in one principal industry segment, the manufac
ture and marketing of medium and heavy trucks, including
school bus chassis, mid-range diesel engines and service
parts in North Am erica and selected export markets. As
used hereafter, “ Company” refers to Navistar International
Corporation and its consolidated subsidiaries.
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In addition to the consolidated financial statements, the
Company has elected to provide financial inform ation in a
form at that presents the operating results, financial
condition and cash flow from operations designated as
“ M anufacturing” and “ Financial Services.” M anufactur
ing includes the consolidated financial results of the
Company’s manufacturing operations with its wholly-owned
financial services subsidiaries included on a one-line
basis under the equity method of accounting. Financial
Services includes the Company’s wholly-owned subsidi
ary, Navistar Financial Corporation (Navistar Financial),
and other wholly-owned foreign finance and insurance
companies. Through the first two quarters of 1992,
Financial Services included the results of Harbour
Assurance Company (U.K.) Ltd. This subsidiary was sold
in July 1992. Navistar Financial’s prim ary business is the
retail and w holesale financing of products sold by
Transportation and its dealers w ithin the United States
and the providing of com m ercial physical damage
and liability insurance to Transportation’s dealers and
retail customers and to the general public through an
independent insurance agency system. Harbour Bermuda’s
primary business is the insuring of general and product
liability risks of Transportation.
The effects of transactions between Manufacturing and
Financial Services have been eliminated to arrive at the
consolidated totals. See Note 2 to the Financial Statements.
The distinction between current and long-term assets and
liabilities in the Statement of Financial Condition is not
meaningful when finance, insurance and manufacturing
subsidiaries are combined; therefore, the Company has
adopted an unclassified presentation. Certain 1992 and
1991 amounts have been reclassified to conform with the
presentation used in the 1993 financial statements.
PHILIP MORRIS COMPANIES INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies:
Basis of Presentation
The consolidated financial statements include all signifi
cant subsidiaries.
Balance sheet accounts are segregated by two broad
types of business. Consumers products assets and liabili
ties are classified as either current or non-current,
whereas financial services and real estate assets and lia
bilities are unclassified, in accordance with respective
industry practices.

TANDY CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2 (In Part): Summary of Significant Accounting Policies
Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of Tandy and its wholly owned subsidiaries,
including its credit and insurance subsidiaries. Invest
ments in 20% to 50% owned companies are accounted
for on the equity method. The m anufacturing and market
ing operations included in the divestm ent plan have been
accounted for as discontinued operations. See Note 3 for
further inform ation relating to discontinued operations.
Significant intercompany transactions are elim inated in
consolidation.

Pro Rata Consolidation
CYPRUS AM AX M INERALS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting Policies
Principles of Consolidation
The financial statements include the accounts of Cyprus
Amax Minerals Company (Cyprus Amax or the Company)
and its more than 50 percent-owned subsidiaries includ
ing the businesses of AMAX Inc. (Amax) that merged with
Cyprus Minerals Company (Cyprus) effective November
15, 1993 (see Note 2). Investments in 20 to 50 percentowned com panies are accounted for by the equity
method. Investments in ventures where Cyprus Amax can
take its production in kind and is responsible for its pro
rata share of assets and liabilities are included on a
proportionate consolidation basis. Ail material intercompany
balances and transactions have been elim inated. Certain
1992 and 1991 amounts have been reclassified to conform
to the 1993 presentation.

Consolidation Policies

SCHLUMBERGER LIMITED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f Accounting Policies (In Part):

Principles of Consolidation
The Consolidated Financial Statem ents include the
accounts of m ajority-owned subsidiaries. S ignificant
20% -50% owned companies are carried on the equity
method and classified in Other Assets. The pro rata share
of revenue and expenses of 50% owned companies is
included in the individual captions in the Consolidation
Statement of Income. The Company’s pro rata share of
after-tax earnings of other equity companies is included in
Interest and other income.

Partnerships Consolidated
INTERNATIONAL PAPER COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies

Consolidation
The consolidated fin a n cia l statem ents include the
accounts of International Paper Company and its subsidi
aries (the Company). M inority interest represents m inority
shareholders’ proportionate share of the equity in several
of the Company’s consolidated subsidiaries, prim arily
IP Timberlands, Ltd. (IPT), Zanders Feinpapiere AG,
Georgetown Equipment Leasing Associates, L.P. and
Trout Creek Equipment Leasing, L.P. All significant inter
company balances and transactions are elim inated.
Investments in affiliated companies owned 20% or more,
and the Company’s investments in Carter Holt Harvey
Limited and Scitex Corporation Ltd. where the Company
has the ability to exercise significant influence, are
accounted for by the equity method. The Company’s
share of affiliates’ earnings is included in the consolidated
statement earnings.

57

Note 3 (In Part): M ergers and A cquisitions
During 1993, the Company contributed assets with a fair
market value of approxim ately $900 m illion to two newly
formed lim ited partnerships, Georgetown Equipment
Leasing Associates, L.P. and Trout Creek Equipment
Leasing, L.P. These partnerships are separate and
distinct legal entities from the Company and have sepa
rate assets, liabilities, business functions and operations.
However, fo r accounting purposes, the Com pany
continues to consolidate these assets, and the m inority
shareholders’ interest is reflected as m inority interest in
the accompanying financial statements. The purpose of
the partnerships is to invest in and manage a portfolio of
assets including pulp and paper equipm ent used at the
Georgetown, S.C., and Ticonderoga, N.Y., mills. This
equipm ent is leased to the Company under long-term
leases. Partnership assets also include floating-rate notes
and cash. During 1993, outside investors purchased a
portion of the Company’s lim ited-partner interests for
$132 m illion and also contributed an additional $33 m illion
to one of these partnerships.
At December 31, 1993, the Company held aggregate
general and lim ited-partner interests totaling 83.5% in
Georgetown Equipment Leasing Associates, L.P. and
81.2% in Trout Creek Equipment Leasing, L.P. The
Company also held $197 m illion of borrowings from these
partnerships. These funds are being used for general
corporate purposes.

Certain Subsidiaries Not Consolidated
COOPER INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f M ajor Accounting Policies

Principles of Consolidation
The consolidated fin a n cia l statem ents include the
accounts of the Company and all majority-owned subsidi
aries, except for certain insignificant subsidiaries, the
investments in which are recorded under the cost method
because of restrictions upon the transfer of earnings and
other economic uncertainties. Investments of 50% or less
in affiliated companies are accounted for on the equity
method, unless significant economic or political consider
ations indicate that the cost method is appropriate.
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BUSINESS COMBINATIONS
Paragraph 8 of APB O pinion No. 16 states:
The Board concludes that the purchase method and
the pooling of interests method are both acceptable in
accounting for business combinations, although not
as alternatives in accounting for the same business
com bination. A business com bination which meets
specified conditions requires accounting by the pool
ing of interests method. A new basis of accounting
is not perm itted for a com bination that meets the
specified conditions, and the assets and liabilities of
the com bining companies are combined at their
recorded amounts. All other business com binations
should be accounted for as an acquisition of one or
more companies by a corporation. The cost to an
acquiring corporation of an entire acquired company
should be determined by the principles of accounting
for the acquisition of an asset. That cost should then
be allocated to the identifiable individual assets
acquired and liabilities assumed based on their fair
values; the unallocated cost should be recorded
as goodwill.
Paragraphs 50 to 65 and 66 to 96 of O pinion No. 16
describe the manner of reporting and disclosures required
for a pooling of interests and a purchase, respectively.
Table 1-10 shows that in 1993 the survey companies
reported 21 business com binations accounted for as a
pooling of interests of which 10 such business combina
tions did not result in a restatement of prior year financial
statements. Those companies not restating prior year
financial statements for a pooling of interests usually
com m ented that the reason for not doing so was
immateriality.
Examples of business com bination disclosures follow.

ABI which resulted in ABI becoming a wholly-owned
subsidiary of PE. Under the term s of the agreement, ABI
shareholders received .678 of a share of the Company’s
common stock for each ABI share. Accordingly, the Com
pany issued 10.2 m illion shares of its common stock for all
the outstanding shares of ABI common stock. Additionally,
outstanding options to acquire ABI common stock were
converted to options to acquire 1.5 m illion shares of the
Company’s common stock. ABI, founded In 1981, is a
leading supplier of automated systems for life science
research and related app lica tio n s. ABI develops,
manufactures and markets systems, instrum ents and
associated chem icals used to purify, analyze, interpret
results and synthesize biological m olecules such as DNA,
RNA and proteins.
The merger qualifies as a tax-free reorganization and
was accounted for as a pooling of interests. Accordingly,
the Company’s financial statements have been restated to
include the results of ABI for all periods presented.
Combined and separate results of PE and ABI during the
periods preceding the merger were as follows (in millions):
Six months ended
January 31,1993
(unaudited)
Net revenues
Net income (loss)

PE
ABI Adjustment Combined
$420.2 $100.9
$521.1
$(54.5) $ 5.7
$ (48.8)

Fiscal year ended
July 31,1992
Net revenues
Net income (loss)

$788.3 $181.8
$ 58.8 $(15.9)

Fiscal year ended
July 31,1991
Net revenues
Net loss

$730.2 $163.3
$(15.6) $ (2.8)

$ (7.7)

$ 970.1
$ 35.2

$ 893.5
$ (18.4)

TABLE 1-10: BUSINESS COMBINATIONS
1993

1992

1991

1990

Poolings of Interests
Prior year financial statements
restated................................
Prior year financial statements
not restated...........................

11

7

7

4

10

10

9

6

Total....................................

21

17

16

10

Purchase Method ....................

200

182

160

190

Pooling of Interests
THE PERKIN-ELM ER CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): M ergers and D ivestitures

Merger with Applied Biosystems, Inc.
On February 18, 1993 the shareholders of PE and ABI
approved the merger of a subsidiary of PE with and into

The combined financial results presented above include
adjustments made to conform accounting policies of the
two companies. The only adjustm ent im pacting net
income was the restatement of ABI’s provision for income
taxes from the accounting methods prescribed by SFAS
No. 109, to the methods prescribed by SFAS No. 96, which
was used by PE prior to fiscal 1993. All other adjustments
are reclassifications to conform financial statem ent
presentation. Intercompany transactions between the two
companies for the periods presented were not material.
In connection with the merger, the Company recorded
one-time charges in the third quarter of fiscal 1993 for
transaction costs ($12.5 m illion) and to reflect the costs to
combine operations of the two companies ($28.5 m illion).
The transaction costs include expenses for investment
banker and professional fees. The costs to combine
operations include provisions for stream lining marketing
and distribution arrangements, consolidation of field sales
and service offices worldwide, relocation of certain prod
uct lines and key personnel and severance related costs.
At June 3 0 ,1993, $26.4 m illion is included in other accrued
expenses related to costs to combine operations.
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DELUXE CORPORATION (DEC)

Purchase Method

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AM ERICAN BUILDING M AINTENANCE
INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): A cquisitions and D ivestitures
All acquisitions have been accounted for as purchases;
operations of the companies and businesses acquired
have been included in the accompanying consolidated
financial statements from their respective dates of acqui
sition. The excess of the purchase price over fair value of
the net assets acquired is generally included in goodwill
and customer lists. Most purchase agreements provide
for contingent payments based on the annual pretax
income for periods ranging from two to five years. Any such
future payments are generally capitalized as goodwill or
customer lists when paid. Cost of acquisitions, including
amounts based on subsequent earnings, were approxi
mately $2.2 m illion in 1991, $3.3 m illion in 1992 and $24.1
m illion in 1993. Included in the 1993 amount is the
redemption value of redeemable preferred stock of the
Company of $6,400,000.
On January 1 , 1993, the Company’s subsidiary, Ampco
Auto Parks, Inc., acquired in a cash transaction, substan
tially all of the parking operations of Metropolitan Parking
Corporation, a San Francisco based company. In addition
to amounts paid at closing, additional payments for the
acquisition w ill be made over the next five years based
upon the operating income of existing contracts.
The Company acquired substantially all of the parking
operations of System Parking effective September 1 , 1993.
The purchase price was approximately $20 m illion, con
sisting of cash in the amount of $1,750,000, assumption of
net liabilities of $11,850,000, and the issuance of 6,400
redeemable preferred shares of the Company with a
redemption value equal to the fair market value of $1,000
per preferred share. The cost of the acquisition has been
prelim inarily allocated on the basis of the estimated fair
value of the assets acquired and liabilities assumed. This
allocation has resulted in goodwill and custom er lists of
approximately $18,860,000 and $1,557,000, respectively.
The goodwill is being amortized over 30 years and the
customer list over 10 years, both under a straight-line basis.
The unaudited consolidated results of operations on a
pro forma basis as though System Parking had been
acquired as of the beginning of the Company’s fiscal
years 1992 and 1993 are as follows;

1992

1993

(Amounts in thousands of dollars, except per share data)
Revenues and other income
Net income
Earnings per common share

$36,269
1,196
$ 0.08

$37,569
984
$ 0.05

The pro form a calculation of earnings per common share
reflects the annual preferred dividends of $512,000.

3. A cquisitions
On September 2 4 , 1993, the Company acquired all of the
outstanding capital stock of PaperDirect, Inc., a direct mail
marketer of specialty papers and related products to the
desktop publishing industry, for $90 m illion in cash. In
addition, the Company agreed to pay $9 m illion over three
years for a covenant not to compete. The Company may
be required to make additional payments of up to $16 m il
lion per year over a period ending December 31, 1996,
contingent upon the results of PaperDirect’s operations
over the course of that period. Based on PaperDirect’s
1993 operating results, a payable to PaperDirect’s form er
shareholders of $16 m illion was accrued at December 31,
199a The acquisition was accounted for using the purchase
method. Accordingly, the purchase price was allocated to
assets acquired based oh their estimated fair values. This
treatm ent resulted in approximately $100 m illion of cost In
excess of net assets acquired as of December 31, 1993.
Such excess (which w ill increase for any future contingent
cash payment) is being amortized on a straight-line basis
over 30 years. PaperDirect’s results of operations have
been included in the consolidated results of operations
since the date of acquisition.
The following summarized, unaudited pro form a results
of operations for the years ended December 3 1 ,1993 and
1992, assume the acquisition occurred as of the begin
ning of the respective periods (dollars in thousands
except per share amounts);

Net sales
Net income
Net income per common share

1993
$1,624,868
141,193
$
1.70

1992
$1,561,192
196,112
$
2.34

On September 30, 1993, the Company completed its
acquisition of the assets of Stockforms, Ltd., a supplier of
accounting software forms based in the United Kingdom,
by purchasing the remaining 75% interest of the company
for approximately $11.7 m illion. (The Company had pur
chased the initial 25% during 1992 for approximately
$3 m illion.) The acquisition was accounted for using the
purchase method. Accordingly, the purchase price was
allocated to assets acquired based on their fair values.
The total cost in excess of net assets acquired of $13.9 m il
lion is being amortized on a straight-line basis over 20
years. The acquisition did not have a material pro forma
im pact on operations.
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DRESSER INDUSTRIES, INC. (OCT)

EKCO GROUP, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note D (In Part) : Business Com binations
Effective February 1, 1993 the Company acquired all
the outstanding stock of Bredero Price Holding B.V., a
Netherlands corporation, from Koninklijke Begemann
Groep N.V. for approximately $161.5 m illion in cash.
Bredero Price is a m ultinational company that provides
pipe coating for both onshore and offshore markets.
Effective April 1 , 1993, the Company acquired TK Valve
& M anufacturing, Inc. from Sooner Pipe & Supply Corpo
ration, Tulsa, Oklahoma for approximately $143.5 m illion
in cash. TK Valve supplies ball valves for the oil and gas
production and transm ission industry.
The purchase price exceeded the fair value of the net
assets acquired by approximately $122 m illion for Bredero
Price and approximately $92 m illion for TK Valve. Both
acquisitions were accounted for as purchases. The resulting
goodwill is being amortized on a straight-line basis over
40 years. The Consolidated Statem ent of Earnings
includes the results of operations of Bredero Price from
February 1 , 1993 and TK Valve from April 1 , 1993.
The following unaudited pro form a summary presents
inform ation as if the acquisitions had occurred at the
beginning of each fiscal year. The pro forma information
is provided for inform ation purposes only. It is based
on historical inform ation and does not necessarily reflect
the actual results that would have occurred nor is it neces
sarily indicative of future results of operations of the
combined enterprise (in millions except per share amounts):

2. A cquisition o f Kellogg Brush M anufacturing Co.
On April 1 ,1993, the Company acquired Kellogg for a cash
payment of approximately $26 m illion and 564,651 shares
of the Company’s common stock valued at approximately
$6.5 m illion. The shares issued are released from restric
tion in increments of 12.5% beginning on July 1 , 1993 and
on each 90-day anniversary thereafter.
Kellogg prim arily m anufactures and markets brushes,
brooms and mops, which are sold in mass merchandise,
discount, grocery and hardware stores throughout the
United States and Canada. The acquisition has been
accounted for under the purchase method of accounting.
Goodwill of approximately $33 m illion is being amortized
over 40 years. During the fourth quarter of Fiscal 1993, the
Company revised its initial estim ate of goodw ill by
increasing goodwill approximately $1.8 m illion prim arily
due to the resolution of certain purchase contingencies
including tax equalization payments and interest payments
to the form er owners. In connection with the acquisition,
liabilities were assumed as follows (amounts in thousands):

Sales and service revenues

Unaudited
Years Ended
October 31,
1992
1993
$4,305.7 $4,055.6

Earnings before extraordinary item
and accounting changes

$ 135.2

$

Net earnings (loss)

$ 135.2

$ (335.7)

Per share:
Earnings before extraordinary
item and accounting changes

$

.98

$

Net earnings

$

.98

$ (2.48)

The following unaudited pro form a combined results
of operations for Fiscal 1993 and Fiscal 1992 have been
prepared assum ing that the acquisition of Kellogg
occurred at the beginning of each such period. In prepar
ing the pro form a data, adjustments have been made for:
(i) the am ortization of goodwill; (ii) the interest expense
related to the borrowings under bank credit agreements to
finance a portion of the purchase price; (iii) reduction in
investment income for utilization of the Company’s cash
and investments to finance a portion of the purchase
price; (iv) the interest expense and weighted average
share effect of the Com pany’s December 22, 1992
financing with The 1818 Fund, L.P.; and (v) the elim ination
of costs associated with the exercise of options under
Kellogg’s stock option plan which were exercised in
connection with the acquisition of Kellogg.

64.4

.48

Fair value of assets acquired
Cash paid for common stock of Kellogg
Company’s common stock issued for
common stock of Kellogg
Expenses incurred in connection with the acquisition
Liabilities assumed

$ 59,545
(26,028)
(6,522)
(400)
$26,595
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The following unaudited pro form a financial Information
is not necessarily indicative of results of operations that
would have occurred had the transaction been put into
effect at the beginning of each of Fiscal 1993 or Fiscal
1992 or of future results of the combined companies.
______________________________ Fiscal 1993

Fiscal 1992

(Amounts in thousands, except per share data)
Net revenues
Income before income taxes and
cumulative effect of changes
in method of accounting
Income before cumulative effect of
changes in method of accounting
Net income (loss)
Per share data
Income before cumulative effect of
changes in method of accounting
Net income (loss)

$256,876
3,152(a)

$249,994
17,879

(23)
(3,270)

9,057
9,057

(.19)

.45
.45

(a)During the first quarter of Fiscal 1993 (prior to acquisition by the
Company) Kellogg recorded a $3.2 million provision for environ
mental matters.
M AR TIN MARIETTA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note B : Business Com bination w ith GE Aerospace
On November 22, 1992, M artin M arietta Corporation
entered into a Transaction Agreement with General Electric
Company (GE) to combine the aerospace and certain
other businesses of GE (collectively, the “ GE Aerospace
businesses") with the businesses of M artin Marietta
Corporation in the form of affiliated corporations. The
transaction (the “ GE Transaction"), was consummated
on April 2 , 1993, and GE Aerospace operations have been
included since that date.
The exchange consideration of approximately $3 billion
for the GE Transaction consisted of cash, preferred stock,
retention by GE of certain accounts receivable and the
assumption of payment obligations related to certain GE
indebtedness. The GE Transaction has been accounted
for under the purchase method of accounting, wherein
approximately $1.9 billion in goodwill was recognized by
the Corporation after recording approximately
million
in other intangibles (representing the estimated fair-market
value of certain assets) and other purchase adjustments
necessary to allocate the purchase price to the value of
assets acquired and liabilities assumed. Goodwill is being
amortized over a 40-year period, and the other intangibles
are being amortized over a 15-year period.

The M artin M arietta securities owned by GE are held
under a Standstill Agreement. Among other things, the
Standstill Agreement provides for certain lim itations on
either the increase or disposal of GE’s interest in voting
securities of Martin Marietta, on GE’s solicitation of proxies
and shareowner proposals, on GE’s voting of its shares
and on GE’s ability to place or remove members of Martin
M arietta’s Board of Directors. In addition, the Standstill
Agreement requires M artin M arietta to recommend to its
shareowners the election of persons designated by GE to
serve as directors of M artin M arietta. Generally, the
Standstill Agreement provides that GE’s designees w ill at
all tim es constitute at least 10% of Martin M arietta’s Board
of Directors.
In 1986, the Board of Directors adopted a Shareholder
Rights Plan to distribute, under certain circumstances,
one Common Stock Purchase Right for each outstanding
share of the Corporation’s common stock. The Rights Plan
was amended during 1990. Under the amended plan, the
Rights became exercisable if a person or group acquires,
in a transaction not approved by the Board of Directors,
15% of more of the Corporation’s common stock or
announces a tender offer for 30% or more of the stock.
The GE Transaction was approved by the Board of Direc
tors of the Corporation and therefore did not constitute a
“ Change of C ontrol" for purposes of the shareholder
rights plan. The new M artin M arietta Corporation has not
adopted a shareholder rights plan.
The following unaudited pro form a inform ation presents
the results of operations of the Corporation and the GE
Aerospace businesses for the years ended December 31,
1993 and 1992, with pro form a adjustments as if the GE
Transaction had been consummated as of the beginning
of the periods presented. This pro form a inform ation does
not purport to be indicative of what would have occurred
had the acquisition been made as of those dates or of
results which may occur in the future.
Pro Forma Information (Unaudited)
1993

1992

(Millions, except per share)
Net Sales
Earnings before cumulative effect of
accounting changes attributable to
common stock
Net earnings (loss) attributable
to common stock
Earnings (loss) per common share
assuming no dilution;
Before cumulative effect of
accounting changes
Net earnings (loss) per common share

$10,459

$11,232

$

401

$

418

$

(28) $

418

$ 4.21 $ 4.36
$ (.29) $ 4.36
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McGRAW-HILL, INC. (DEC)
NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
4. Macmillan/M cG raw-Hill School P ublishing Company
On October 4, 1993, the company purchased the 50%
interest in the Macm illan/M cGraw-Hill School Publishing
Company owned by Macmillan, a subsidiary of Maxwell
Communication, Inc., for $337.5 million in cash. Macmillan/
McGraw-Hill had been formed as a joint venture in 1989 to
combine the com pany’s and M acm illan’s elementary,
secondary, vocational education and test publishing
businesses. The company now owns 100% of M acm illan/
McGraw-Hill and it is consolidated in M cGraw-Hill’s
operations from the date of acquisition of the additional
50% interest. Prior to the acquisition of the additional
50% interest, the company accounted for its 50% interest
under the equity method. The acquisition has been
accounted for as a purchase and, accordingly, the pur
chase price has been allocated to 50% of M acm illan/
McGraw-Hill assets and liabilities based on their estimated
fair values at September 30. The excess of the purchased
price over the estimated fair value of the net tangible
assets acquired has been recorded as identifiable intangi
bles ($148.6 m illion) and goodwill ($94.4 m illion), which
w ill be amortized over 20 to 35 years and 23 to 38 years,
respectively.
In conjunction w ith the acquisition, the company
recorded in the third quarter a non-recurring charge of
$199.8 m illion ($143.2 m illion net of tax benefits or $2.91
per share) prim arily to adjust the company’s original
investment to values established in this transaction. This
charge has been allocated prim arily to goodwill and intan
gibles. In addition, the company recorded a provision of
$30 m illion ($17.6 m illion net of tax benefits or $.36 per
share) relating to the consolidation of certain functions
and systems of Macmillan/McGraw-Hill and the com
pany’s book publishing operations.
The following unaudited pro form a summary presents
the consolidated results of operations of the company for
1993 and 1992, as if the acquisition of the additional 50%
of Macmillan/M cGraw-Hill had occurred at the beginning
of 1992, after giving effect to certain adjustments, includ
ing am ortization of goodw ill and other intangibles,
increased interest expense from debt issued to fund the
acquisition and related income tax effects. The summary
excludes the total non-recurring charge of $160.8 m illion
after taxes, but includes its effect on am ortization. The
1992 net income and earnings per share are before the
cum ulative adjustm ent for accounting changes.

Years ended December 31
Operating revenue
Net income
Earnings per common share

1993
1992
(In millions, except per share data)
$2,722.2 $2,555.4
184.0
160.5
3.74
3.28

These pro forma results are not necessarily Indicative of
those that would have occurred had the acquisition taken
place at the beginning of 1992.

A summarized income statement for the M acm illan/
McGraw-Hill School Publishing Company for the nine
months ended September 30, 1993 and for each of the
years ended December 3 1 ,1992 and 1991 and a summa
rized balance sheet at December 3 1 ,1992 follows:

(In millions)
Operating revenue
Expenses;
Operating
Selling and general
Amortization of goodwill
and intangibles
Total expenses
Operating profit
Interest expense
Net profit before partners’
income taxes
Assets
Current assets
Other assets, principally
goodwill and other
intangibles
Total assets
Liabilities
Current liabilities
Long-term debt
Total liabilities
Partners’ equity
Total liabilities and
partners’ equity

(unaudited)
9 months ended
September 30,
1993
$526.7

12 months ended
December 31,
1992
1991
$ 504.9 $533.2

230.9
197.4

212.8
215.2

201.3
220.8

30.0
458.3
68.4
(14.2)

40.0
468.0
36.9
(17.8)

42.1
464.2
69.0
(17.5)

$ 54.2

$

19.1

$ 51.5

$ 256.7
1,184.8
$ 1,441,5
$ 235.2
120,0
355.2
1,086.3
$1,441.5

The 1992 results include $12.3 m illion of restructuring
charges to centralize its accounting and fulfillm ent activi
ties and move its SRA school and corporate offices.
During 1993, 1992 and 1991, the company received
earnings distributions from the joint venture of $2.1 million,
$9.3 m illion, and $24 m illion, respectively.
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SPX CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5. A cquisition— Sealed Power Technologies Lim ited
Partnership (SPT)
Effective December 31, 1993, the company acquired
Riken Corporation’s 49% interest in SPT for $39 m illion.
Additionally, SPT w ill redeem the 2% management
interest in SPT for $2.7 m illion. The company previously
owned 49% of SPT. Accordingly, the net assets of SPT
have been included in the accompanying consolidated
balance sheet as of December 31, 1993. Prior to this
acquisition, the company accounted for its investment
using the equity method. Beginning in the first quarter of
1994, the results of operations of SPT w ill be reflected in
the company’s consolidated statements of income and
cash flows.
SPT designs and manufactures engine parts, castings
and filters for the automotive and heavy duty original
equipm ent manufacturers (“ OEM” ) and the aftermarket.
SPT was created in 1989 when the company contributed
the Sealed Power, Contech, Filtran and Hy-Lift divisions
to the newly created lim ited partnership. SPT obtained
nonrecourse financing through a com bination of bank
debt and a public offering of subordinated debentures. In
exchange for the net assets of the divisions contributed,
the company received $245 m illion in cash from the
partnership and a 49% interest in the partnership. As the
debt incurred by SPT to fund this transaction was non
recourse to the company, the com pany previously
recorded a pretax $91 m illion gain in 1989, in accordance
with guidance prescribed by Emerging Issues Task Force
pronouncem ent 89-7. The cash distributio n to the
company resulted in an initial partnership capital deficit.
SPT has had cum ulative losses since its inception and,
up to December 31, 1993, the company had carried its
investment in SPT at zero. Because the SPT debt was
nonrecourse, the company properly did not reflect its
share of the equity losses of SPT and did not amortize the
difference between its investment balance and its share of
SPT’s initial partnership capital deficit in previously
reported financial statements.
As a result of the acquisition of the remaining 51% of
SPT, as of December 31,1993, the company accounted for
this transaction as follows:
1. The company recorded this acquisition using step
acquisition accounting. Step acquisition accounting requires
that when the company previously did not record its share
of SPT’s losses because the company’s investment was
zero and now, as a result of additional ownership, consoli
dates SPT, the company must retroactively reflect its
share of SPT losses not previously recorded. Accordingly,
the financial statements for the 1993 quarters and prior
years were restated to record the company’s previous
49% share of SPT’s income or losses, the effect of amor
tizing the difference between its investment balance and
its share of SPT’s initial partnership capital deficit and an
adjustment required to record the com pany’s previous
investment in SPT at historical cost.

2.
The 51% of SPT’s net assets acquired has been
included in the accompanying consolidated balance
sheet at December 3 1 ,1993 at estimated fair value based
upon prelim inary inform ation which may be revised at a
later date. The excess of the purchase price (including the
acquired equity deficit of $87.9 m illion) over the estimated
fair values of the net assets acquired was $97.1 m illion and
has been recorded as costs in excess of net assets
acquired and w ill be amortized over 40 years.
A summary of the purchase price allocation is as follows:
Existing
49%

Acquired
51%

Total

(In millions)
Current assets
Property, plant & equipment
Other assets
Costs in excess of net
assets acquired
Current liabilities
Deferred income taxes
Long-term liabilities
Debt
Subtotal
SPT equity losses in excess
of investment*
Purchase price

$ 37.5
44.8
6.7
(26.2)
—

(47.7)
(103.0)
$ (87.9)

$

39.2
66.6
7.0

97.1
(27.2)
16.0
(49.8)
(107.2)
$ 41.7

_
$

41.7

$ 76.7
111.4
13.7
97.1
(53.4)
16.0
(97.5)
(210.2)
$ (46.2)
87.9
$ 41.7

* Represents the cumulative restatement of equity losses, including the
company’s 49% share of the 1993 SPT adoption of SFAS No. 106,
recorded by the company prior to the consolidation of the net assets
of SPT at December 31,1993.
SPRINGS INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): A cquisition
On March 2 5 , 1993, Springs’ subsidiary, Clark-Schwebel
Fiber Glass, contributed its European fiberglass subsidi
aries (net assets of $17.1 m illio n ) and $8.8 m illion in cash
to CS-Interglas A.G., of Ulm, Germany, in consideration
for a m inority equity interest in CS-Interglas A.G. and a
convertible debenture. No gain or loss was recognized as
a result of this transaction since it was accounted for as a
nonmonetary exchange. The earnings (losses) of the
European subsidiaries were consolidated in the Company’s
financial statements until March 25, 1993, at which time
the Company removed the assets and liabilities of the
subsidiaries from consolidation and began accounting for
its interest in CS-Interglas A.G. under the equity method
of accounting.
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UNC INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. A cquisitions
During 1993 and 1992, the Company acquired the entities
described below, which were accounted for by the pur
chase method of accounting. The results of operations of
the acquired companies are included in the Company’s
statement of earnings for the periods in which they were
owned by the Company.
Effective April 1 , 1993 the Company acquired substan
tially all of the assets and technology, and assumed
certain liabilities of Artex Tool Corporation and Stockton
Enterprises (collectively “Artex” ) for $5.2 m illion which
was funded through a borrowing under the Company’s
revolving credit agreement. Artex is engaged in the
remanufacture and repair of aircraft engine gear box
housings, wheels and other aircraft and engine parts and
accessories. Following its acquisition this operation was
renamed UNC Artex. Under the term s of the purchase
agreement, the Company may be required to make addi
tional payments beginning in 1994, of up to $1.2 m illion,
contingent upon Artex achieving certain profit levels
during the three-year period ending May 1, 1996. The
excess of the purchase price over the estimated fair value
of the tangible and identifiable intangible net assets
acquired is amortized over a period of twenty-five years
using the straight-line method. Any future amounts
earned under the term s of this agreement w ill be recorded
as additional cost in excess of net assets of acquired
companies.
On July 30, 1993, the Company acquired substantially
all of the assets and technology, and assumed certain
liabilities of Johnson Technology (“Johnson” ), a division
of Freedom Forge Corporation, for $14.5 m illion in cash
and $4 m illion in notes, payable in annual installm ents
through July 1997. The cash portion of the purchase price
was funded from proceeds received from the sale of 9
1/8% Senior Notes (see Note 7 of Notes to Consolidated
Financial Statements). Johnson provides proprietary
turbine nozzle and vane manufacturing and repairs, and
specialized non-conventional m achining of super alloys
such as electro-chem ical deep hole drilling, laser m illing,
and electro-discharge machining. Following its acquisition,
this operation was renamed UNC Johnson Technology.
U nder the term s of the purchase agreem ent, the
Company may be required to make additional payments
beginning in 1994, of up to $5 m illion, contingent upon
Johnson achieving certain gross profit levels during a fiveyear period ending in September 1998. The excess of the
purchase price over the estimated fair value of the tangible
and identifiable intangible net assets acquired is amortized
over a period of forty years using the straight-line method.
Any future amounts earned under the term s of this agree
ment w ill be recorded as additional cost in excess of net
assets of acquired companies.

On August 2 6 , 1993, the Company acquired the assets
and technology and assumed certain liabilities of All Fab,
Inc. (“All Fab” ) an aerostructure supplier for a major
airframe manufacturer. All Fab serves the aviation industry
as a m anufacturer of major aircraft structural components
and sheet metal sub-assemblies. Following its acquisi
tion, this operation was renamed UNC All Fab, Inc. The
purchase price consisted of $2.7 m illion in cash and
$3.1 m illion in notes. The notes consist of a $1.8 m illion
note bearing interest at 8% and a $1.3 m illion note bearing
interest at the prime rate plus one half of one percent and
payable in variable installm ents through December 1998.
The excess of the purchase price over the estimated fair
value of the tangible and identifiable intangible net assets
acquired is amortized over a period of forty years using
the straight-line method.
On August 31, 1993, the Company acquired substan
tially all of the assets and technology, and assumed certain
liabilities of M etcalf Servicing Company (“ M etcalf” ) for
$4.5 m illion in cash and the Company elected to retire $1.3
m illion of bank indebtedness of Metcalf. M etcalf serves
the industrial turbine engine market with overhauls,
repairs, parts, replacement and exchange units, and
contract maintenance services. Following its acquisition,
this operation was renamed UNC M etcalf Servicing, Inc.
The excess of the purchase price over the estimated fair
value of the tangible and identifiable intangible net assets
acquired is amortized over a period of twenty-five years
using the straight-line method.
Effective October 2, 1993, the Company acquired
substantially all the assets and assumed certain liabilities
of Lear Siegler Management Services Corp. (“ Lear
Siegler” ). Lear Siegler provides contract services for the
operation, maintenance and repair of aircraft, land vehicles
and marine vehicles for the U.S. Department of Defense
and the armed services of foreign governments. Following
its acquisition, this operation was renamed UNC Lear
Siegler. The purchase price was $17.4 m illion. The excess
of the purchase price over the estimated fair value of the
tangible and identifiable intangible net assets acquired is
amortized over a period of twenty-five years using the
straight-line method.
Effective June 1 , 1992, the Company acquired substan
tially all of the assets and assumed certain liabilities of
Southern Aero Corporation (“ SAC” ). SAC is engaged in
helicopter overhaul, maintenance and sales, specializing
in both the m ilitary and civilian models of the Bell UH-1
helicopter. Following its acquisition, this operation was
renamed UNC Helicopter. The initial acquisition price was
approximately $1.8 m illion in cash and the assumption of
approximately $2.5 m illion in liabilities. Contingent upon
the sale of a certain number and type of helicopters, the
purchased price could be increased by approximately
$1.2 m illion. The excess of the purchase price over the
estimated fair value of the tangible and identifiable intan
gible net assets acquired is amortized over a period of
twenty-five years using the straight-line method. Any
future amounts earned under the term s of the agreement
w ill be recorded as additional cost in excess of net assets
of acquired companies.
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The following unaudited pro form a consolidated results
of operations give effect to the above acquisitions as
though they had occurred on January 1 , 1992.
Year Ended
December 31,
1992
1993

(In thousands except per share amounts)
Sales and operating revenues
Earnings before extraordinary item
Net earnings
Earnings per share;
Earnings before extraordinary item
Net earnings

$612,229 $572,737
13,633
11,857
13,101
11,857
$

.79 $
.76

.69
.69

The unaudited pro form a infomation is not necessarily
indicative either of results of operation that would have
occurred had the purchases been made on January 1,
1992, or future results of operations of the combined
companies.
Under the term s of the earn-out provisions of agree
ments related to acquisitions prior to 1992, the Company
paid $3.7 m illion in 1993, $3.7 m illion in 1992 and $4.7 m il
lion in 1991 and may be required to pay up to an additional
$3.7 m illion contingent upon the achievement of certain
future sales and profitability goals through June 1994.
Any such payments w ill be recorded as additional cost
in excess of net assets of acquired companies in the
year earned.

Statem ent o f Financial Accounting Standards No. 5 defines
a contingency as “ an existing condition, situation or set of
circum stances Involving uncertainty as to possible gain or
loss to an enterprise that w ill ultim ately be resolved when
one or more future events occur or fail to occur.” Para
graphs 8-16 of SFAS No. 5 set forth standards of financial
accounting and reporting for loss contingencies. Paragraph
17 of SFAS No. 5 states the accounting and reporting
standards for gain contingencies. Table 1-11 lists the loss
and gain contingencies disclosed in the 1993 annual
reports of the survey companies. Commitments and
financial instrum ents are listed in Tables 1-12 and 1-13,
respectively.
Examples of contingency disclosures, except for tax
carryforwards, follow. Examples of operating loss carry
forwards are presented with the discussion of income tax
expense in Section 3.

LOSS CONTINGENCIES
Litigation
ALLIED SIGNAL INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TABLE 1-11: CONTINGENCIES
Number of Companies
1993 1992 1991 1990
Loss Contingencies
Litigation ................................
Environmental...........................
Possible tax assessments..........
Insurance ................................
Government investigations..........
Other— described......................
Gain Contingencies
Operating loss carryforward.......
Investment credit carryforward ..
Plaintiff litigation......................
Other— described......................

CONTINGENCIES

386
276
56
46
34
65

366
233
57
47
30
52

361
197
69
40
20
62

391
170
62
42
5
43

268
64
43
9

226
58
47
15

179
67
34
9

152
97
39
12

Note 19. Com m itm ents and Contingencies
The Company is subject to a number of lawsuits, investiga
tions and claim s (some of which involve substantial
amounts) arising out of the conduct of its business, includ
ing those relating to commercial transactions, government
contracts, product liability and environmental, safety
and health matters. In accordance with the Company’s
accounting policy described in Note 1 of Notes to Finan
cial Statements, liabilities are recorded for environmental
matters generally on the com pletion of feasibility studies
or the settlem ent of claims, but in no event later than the
Company’s commitment to a plan of action. Although the
Company does not currently possess sufficient information
to reasonably estimate the amounts of the liabilities to be
recorded upon future com pletion of studies, they may be
significant to the consolidated results of operations.
On September 19, 1991, The B.F. Goodrich Company
(Goodrich) filed a lawsuit against the Company in the U.S.
D istrict Court for Delaware alleging infringem ent by the
Company of two patents relating to aircraft brakes and
seeking injunctive relief and damages. The allegation
against the Company relates only to brakes for the Boeing
777, which is to be introducted in 1995, and not to any
other brake program of the Company. The Company
received an opinion of outside patent counsel that the
Goodrich patents are invalid. The Company believes it will
prevail in the litigation. In any event, the Company would
be able to compete for 777 business with an alternative
design clearly not covered by the patents. At trial in
October 1993, Goodrich claimed damages of approxi
m ately $350 m illion before trebling. The Company
believes this damage claim is w ithout m erit. Post trial
briefing and argument w ill not be completed until at least
the end of March 1994.
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W hile the ultim ate results of the Goodrich litigation and
the other lawsuits, Investigations and claim s described
above cannot be determined, management does not
expect that these matters w ill have a material adverse
effect on the consolidated financial position of the
Company.
GERBER PRODUCTS COMPANY (MAR)
NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note O. Legal M atters
On December 3 1 ,1992, a food wholesale distributor filed
suit against the company and its principal competitors.
The suit alleges price fixing in the United States baby food
industry. Since that date, several sim ilar lawsuits have
been filed by other food distributors and on behalf of
indirect purchasers. The initial plaintiff is seeking to have
the lawsuit certified as a class action. The lawsuits do not
state specific damage amounts and the potential liability,
if any, is not determ inable since discovery on the merits of
the case has not yet begun. Management believes the
suits are without m erit and intends to contest the suits
vigorously. These claim s when finally concluded, in the
opinion of m anagement, based upon inform ation it
presently possesses, w ill not have a material adverse
effect on the company’s consolidated financial position.

HECLA M INING COMPANY (DEC)

A jury trial is scheduled to commence in March 1994,
in Idaho State D istrict Court with respect to a lawsuit
previously filed against the company by Star Phoenix
Mining Company (Star Phoenix), a form er lessee of the
Star-M orning Mine, over a dispute between the company
and Star Phoenix with respect to the company’s November
1990 term ination of Star Phoenix’s lease of the StarM orning M ine property. Star Phoenix, w hich is in
bankruptcy, alleges the company w rongfully term inated
the lease agreement and interfered with Star Phoenix’s
contractual relationship with a major vendor and the
purchaser of concentrates from the Star Phoenix operation.
In addition, certain principals of Star Phoenix who
guaranteed a portion of the Star Phoenix obligations have
made sim ilar claim s against the company. In each case
the plaintiffs have asserted that they have incurred
damages amounting to m illions of dollars as a result of the
com pany’s actions. It is the com pany’s position that the
plaintiffs’ claim s are w ithout m erit and that the company
term inated the lease agreement in accordance w ith the
terms of the agreement. The company believes it has
sufficient defenses to all the plaintiffs’ claim s and that the
company w ill ultim ately prevail in this litigation.
The company is subject to other legal proceedings and
claim s which have arisen in the ordinary course of its busi
ness and have not been finally adjudicated. These actions
when ultim ately concluded and determined and any
remaining unaccrued potential liability at the Superfund
sites addressed above, w ill not, in the opinion of manage
ment, have a material effect on results of operations or the
financial condition of the company and its subsidiaries.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

KNIGHT-RIDDER, INC. (DEC)
Note 8 (In Part): Contingencies
In December 1993, Industrial Constructors Corp. (ICC)
served the company with a com plaint in Federal D istrict
Court for the D istrict of Idaho alleging that the company
failed to com ply with the term s of the contract between the
company and ICC relating to the earth moving work
contracted to ICC at the com pany’s Grouse Creek project.
ICC has alleged that Hecla owes ICC in excess of $5.0 mil
lion not previously paid, including an approximate $1.0
m illion retention currently held by Hecla under the term s
of the contract. The company term inated ICC’s work at the
Grouse Creek project effective November 26, 1993,
pursuant to its rights in the contract and is proceeding to
rebid the second season of work originally contracted to
ICC. The company has answered the com plaint denying
the allegations of ICC and has filed a counterclaim against
ICC in excess of $2.0 m illion for damages incurred by the
company as a result of ICC’s failure to com ply with the
terms of the contract. The litigation is in the early stages of
discovery; however, the company hopes to be able to
mediate the dispute with ICC prior to proceeding to trial.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note J (In Part): Com m itm ents and C ontingencies
Various libel actions, environm ental and other legal
proceedings that have arisen in the ordinary course of
business are pending against the company and its
subsidiaries.
In 1990, a verdict was rendered against the company’s
subsidia ry, P h ila d e lp h ia N ew spapers, Inc., (P N I),
publisher of The Philadelphia Inquirer and Philadelphia
Daily News, in a libel action entitled Sprague v. Philadel
phia Newspapers, Inc., for $2.5 m illion in compensatory
damages and $315 million in punitive damages. Following
entry of the judgm ent on Sept. 15,1992, PNI, as required
by statute, posted a bond equal to 120% of the amount of
the verdict and appealed the judgment to the Pennsylvania
Superior Court. PNI believes that substantial grounds
exist for a decision by an appellate court to reverse the
trial court and remand the case for a new trial.
In the opinion of management, the ultim ate liability to
the company and its subsidiaries as a result of this and
other legal proceedings w ill not be material.
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LOUISIANA LAND AND
EXPLORATION COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15 (In P art): Contingencies

Texaco Litigation
In August 1989, the State of Louisiana, in connection with
its claim against Texaco Inc. and certain of its subsidiaries
(“ Texaco” ) in the Texaco bankruptcy proceedings, filed an
Amended and Restated Objection, Amended and Restated
Proof of Claim and Com plaint naming, as class action
defendants, all persons having overriding royalty, working
or other mineral interests in State mineral leases held by
Texaco. The State sought cancellation of certain interests
in State mineral leases, including the interests of class
members.
In July 1991, the Company entered into an agreement
with Texaco which resolved all claim s and issues related
to certain Department of Energy matters. Following this
settlem ent, the previously established accrual for the
DOE matter, net of certain litigation expenses, was
retained with respect to loss contingencies associated
with the State of Louisiana gas royalty claim .
In January 1992, the Company was added as a defen
dant as a result of its ownership of royalty interests in State
mineral leases subleased to Texaco and its ownership of
overriding royalty and working interests in other State
leases with Texaco. The State asserted a monetary claim
of $210.9 m illion in principal and $264.8 m illion in interest,
plus penalties, damages equal to double the amount of
royalties allegedly due, and attorneys’ fees, against
Texaco and the Company based on Texaco’s alleged
im proper calculation of royalties on six State leases which
Texaco has operated under subleases from the Company.
The monetary amount of the State’s claim s substantially
exceeds the amounts provided for in the financial state
ments. However, the Company believes that the State’s
claim s are significantly overstated. The State further
asserted claim s for cancellation of the State mineral
leases subleased to Texaco based on Texaco’s alleged
conduct in operating those leases. Lease cancellation
is an extraordinary remedy under Louisiana Law. The
Company has filed a cross claim against Texaco asserting
contractual and legal claims for indemnity, reimbursement
and damages from Texaco for any amounts claim ed by the
State or any other losses sustained as a result of the
State’s action.

On February 9 , 1994, the Louisiana State M ineral Board
prelim inarily approved an agreement among the State of
Louisiana, Texaco and the Company settling all claim s
asserted in the litigation. The settlem ent is subject to a ten
day public comment period, after which it w ill be consid
ered for final approval by the State M ineral Board and then
reviewed for fairness by the U.S. D istrict Court for the
Middle District of Louisiana, where the claims are pending.
Under the terms of the settlement agreement, the Company
w ill make a $5 m illion cash payment upon approval of the
settlem ent by the Federal D istrict Court and w ill agree to
a reduction of an immaterial amount of future payments to
the Company by Texaco related to the Company’s 8-1/3%
net profits interest (for which the Company has no cost
basis) on a lim ited number of the Company’s Louisiana
properties. The Company expects, if the settlem ent
agreement is approved as contemplated in its present
form, that the amounts provided in the financial state
ments for this litigation w ill exceed the amount of the cash
payment to be made under the agreement. In the opinion
of Management, the ultim ate liability with respect to the
Texaco litigation w ill not have a material adverse effect on
the results of operations, cash flow or financial position of
the Company.
MARION M ERRELL DOW INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Com m itm ents and C ontingent Liabilities
On March 16, 1993, the Company announced that sales
and earnings for the first quarter of 1993 were expected to
be down substantially from the first quarter of 1992, and
that first-quarter 1993 earnings per share could be
substantially less that analysts’ expectations. Following
the announcement, three class action lawsuits (now
consolidated in one suit) were filed in the United States
D istrict Court for the Western D istrict of M issouri against
the Company and certain of its officers and directors,
alleging violations of the federal securities laws and
common law claims, as a result of alleged m aterially
false and m isleading statements and material omissions
by the Company and its officers and directors, seek
ing unspecified damages. Management believes this
litigation is w ithout m erit and intends to defend such
action vigorously.

Certain other claims, suits and com plaints have been
filed or are pending against the Company. In the opinion
of management, all matters are adequately covered by
insurance or, if not covered, are w ithout m erit or are of
such kind, or involve such amounts, as would not have a
material effect on the financial position of the Company if
disposed of unfavorably.
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THE MAY DEPARTMENT STORES COMPANY (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Bondholder Litigation
The Company is a defendant in a law suit filed in
Montgomery, Alabama, by certain form er bondholders
who allege, among other things, that the company
reacquired certain indebtedness with lower-interest cost
debt in violation of the bond indentures. The lawsuit seeks
either reinstatement of the indebtedness plus reimburse
ment of the plaintiffs’ attorneys fees or contractual
damages in excess of $25 m illion. The lawsuit also seeks
punitive damages in excess of $100 m illion. The company
believes its actions were legal and proper and w ill
vigorously defend its position. W hile the final outcome of
this lawsuit cannot be determined with certainty, manage
ment believes that the final outcome w ill not have a
material adverse effect on the company’s results of
operations or its financial position.
SCIENTIFIC INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Com m itm ents and Contingencies
During August 1985, a form er outside salesman filed an
amended civil action against the Company. The suit
alleges a breach of contract for sales com missions and
pleads a second cause of action for an accounting with
respect to claim s for fees and commissions. The first
cause of action was amended to a claim of $152,867, from
the original amount of $14,067. The Company believes it
has m eritorious defenses to the claim . It is the opinion of
counsel that the possible exposure of the Company to a
successful judgm ent on behalf of the plaintiff in any sub
stantial amount (i.e., exceeding approxim ately $25,000) is
remote. This suit has been inactive since August 1986.

STEWART & STEVENSON SERVICES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Com m itm ents and Contingencies
On April 2 1 ,1994, the Fourteenth Court of Appeals of the
State of Texas reversed a $17.5 m illion judgm ent against
the Company in a case filed by Serv-Tech, Inc. of Houston,
Texas. In the opinion of management, any future action in
connection with this lawsuit w ill not have a material impact
on the Company’s financial position or results of operations.

The Company has been advised that on January 5,
1993, a form er consultant of the Company filed a suit for
him self and the United States of Am erica alleging the the
Company supplied false informatioon in violation of the
False Claim s Act (the “ Act” ), engaged in common law
fraud and m isapplied costs incurred in connection w ith a
change order under a 1987 government subcontract.
Under the provisions of the Act, the suit has not been
served upon the Company pending an investigation of the
case by the U.S. Department of Justice and a determ ina
tion as to whether the Department of Justice w ill intervene
and pursue the matter on behalf of the United States. The
suit alleges damages of $21 m illion plus unspecified
penalties. The Company has denied any wrongdoing in
connection with the pricing of the change order and
believes that the case w ill be resolved, if served on the
Company, w ithout any material effect on the financial
position, net worth or results of operations of the Company.
The Company is a defendant in a number of other
lawsuits of the type norm ally associated with the Com
pany’s business and involving claim s for damages.
Management is of the opinion that such lawsuits w ill not
result in any material liability to the Company.
W ITCO CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 14 (In Part): Com m itm ents and Contingencies
The Company is also a defendant in certain suits relating
to the sale of lubricants to a quick lube oil franchisor. In
one of such suits, Lightning Lube, Inc. v. Witco, in the
United States D istrict Court of New Jersey, after a trial the
p la in tiff was awarded $9,500,000 in com pensatory
damages for breach of contract and tortious interference,
and approxim ately $2,000,000 pre-judgm ent interest.
Both the plaintiff and the Company appealed this result to
the Third C ircuit Court of Appeals. In an opinion filed on
September 10, 1993, the Third C ircuit Court of Appeals
affirm ed the trial court’s result. On October 8, 1993, the
Company deposited $11,600,000 w ith the trial court in
payment of the total amount of the judgm ent, together
with interest, to discharge its liability in this action.

Contingencies

Environmental Matters
AMERICAN CYANAMID COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars)
8 (In Part): C ontingent L iabilities and Commitments
As of December 3 1 ,1993, the company was a party to, or
otherwise involved in, legal proceedings directed at the
cleanup of 39 Superfund sites. These sites exclude sites
for which full liability was assumed by Cytec upon the
spin-off but include certain sites for which there is shared
responsibility between the company and Cytec. See Note
2 to the Consolidated Financial Statements. In many
cases, future environmental related expenditures cannot
be quantified with a reasonable degree of accuracy. The
cost of cleanups for which the company remains prim arily
liable may be in excess of current environmental related
accruals. It is the company’s policy to accrue environmental
cleanup costs if it is probable that a liability has been
incurred and an amount is reasonably estimable. As
assessments and cleanups proceed, these liabilities are
reviewed periodically and adjusted as additional informa
tion becomes available. The lia b ilitie s can change
substantially due to such factors as additional information
on the nature or extent of contam ination, methods of
remediation required, and other actions by governmental
agencies or private parties. The aggregate environmental
related accruals were $187.3 and $120.4 at December 31,
1993, and 1992, respectively. All accruals have been
recorded w ithout giving effect to any possible future insur
ance proceeds. Various environm ental m atters are
currently being litigated and potential insurance recoveries
are unknown at this time. Cash expenditures often lag
by a number of years the period in which an accrual
is recorded.
W hile it is not feasible to predict the outcome of all
pending suits and claims, based on the most recent
review by management of these matters, management is
of the opinion that their ultim ate disposition w ill not have
a material adverse effect upon the consolidated financial
position of the company.

ARMSTRONG W ORLD INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Environm ental
The company w ill incur capital expenditures in order to
meet the new requirements of the Clean Air Act of 1990
and is awaiting the final prom ulgation of implem enting
regulations by various state agencies to determine the
m agnitude of additional costs and the tim e period over
which they w ill be incurred. In 1993, the company incurred
capital expenditures of approximately $2.6 m illion for
environmental com pliance and control facilities, and
anticipates comparable annual expenditures for those
purposes for the years 1994 and 1995.
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As with many industrial companies, Arm strong is
involved in proceedings under the C om prehensive
Environmental Response, Compensation and Liability Act
(“ Superfund” ), and sim ilar state laws at approximately 21
sites. In most cases, Arm strong is one of many potentially
responsible parties (“ PRPs” ) who have voluntarily
agreed to jointly fund the required investigation and
remediation of each site. W ith regard to some sites, how
ever, Armstrong disputes either liabilitiy or the proposed
cost allocation. Sites where Armstrong is alleged to have
contributed a significant volume of waste material include
a form er m unicipal landfill site in Volney, New York, and a
form er county la n d fill site in Buckingham County,
Virginia, which is alleged to have received material from
Thom asville Furniture Industries, Inc. (see page 37).
Arm strong may also have rights of contribution or
reimbursement from other parties or coverage under
applicable insurance policies. The company is also
rem ediating environmental contam ination resulting from
past industrial activity at certain of its current plant sites.
Estimates of future liability are based on an evaluation
of currently available facts regarding each individual site
and consider factors including existing technology,
presently enacted laws and regulations, and prior company
experience in rem ediation of contam inated sites.
Although current law imposes joint and several liability on
all parties at any Superfund site, Arm strong’s contribution
to the remediation of these sites is expected to be lim ited
by the number of other companies also identified as
potentially liable for site costs. As a result, the com pany’s
estimated liability reflects only the com pany’s expected
share. In determ ining the probability of contribution, the
company considers the solvency of the parties, whether
responsibility is being disputed, the term s of any existing
agreements, and experience regarding sim ilar matters.
The estimated liabilities do not take into account any
claim s for recoveries from insurance or third parties,
unless a coverage commitment has been provided by
the insurer.
Because of uncertainties associated with remediation
activities and technologies, regulatory interpretations,
and the allocation of those costs among various other
parties, the company has accrued $4.9 m illion to reflect its
estim ated liability for environm ental rem ediation. As
assessments and remediation activities progress at each
individual site, these liabilities are reviewed to reflect addi
tional inform ation as it becomes available.
Actual costs to be incurred at identified sites in the
future may vary from the estimates, given the inherent
uncertainties in evaluating environmental liabilities. Sub
ject to the im precision in estim ating environm ental
remediation costs, the company believes that any sum it
may have to pay in connection with environmental matters
in excess of the amounts noted above would not have a
material adverse effect on its financial condition, liquidity,
or results of operations.
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BAKER HUGHES INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant
Accounting Policies

Environmental Matters;
Remediation costs are accrued based on estimates of
known environm ental rem ediation exposure. Such
accruals are recorded even if significant uncertainties
exist over the ultim ate cost of the remediation. Ongoing
environmental com pliance costs, including maintenance
and m onitoring costs, are expensed as incurred.
Note 14. Environm ental M atters
The Company’s past and present operations include
activities which are subject to extensive federal and state
environmental regulations.
The Company has been Identified as a potentially
responsible party (“ PRP” ) in remedial activities related to
various “ S uperfund” sites. A pplicable federal law
imposes joint and several liability on each PRP for the
cleanup of these sites leaving the Company with the
uncertainty that it may be responsible for the remediation
cost attributable to other PRPs who are unable to pay their
share of the remediation costs. Generally, the Company
has determined its share of such total cost based on the
ratio that the quantity of waste estimated to be contributed
to the site by the Company bears to the total quantity of
waste estimated to have been disposed at the site.
The Company has accrued what it believes to be its
share of the total cost of remediation of these Superfund
sites at September 3 0 , 1993. No accrual has been made
under the joint and several liability concept since the
Company believes that the probability that it w ill have to
pay material costs above its share is remote due to the fact
that the other PRPs have substantial assets available to
satisfy their obligation.
At September 3 0 , 1993, the Company had accrued $18.2
m illion for remediation costs, including the Superfund
sites referred to above. The measurement of the accruals
for remediation costs is subject to uncertainties, including
the evolving nature of environmental regulations and the
difficulty in estim ating the extent and remedy of environ
mental contam ination. W hile recoveries from insurance
coverage or indem nification agreements may be available
to the Company to m itigate the remediation costs, such
amounts have generally not been considered in measur
ing the remediation accrual. The Company believes that
the likelihood of material losses in excess of those
amounts recorded is remote.

BROWN GROUP, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6: Com m itm ents and Contingencies
The corporation is responsible for environmental remedi
ation and ongoing environmental com pliance costs at its
closed tannery production site and two landfill locations.
In fiscal 1992 the corporation provided $1,700,000 for
remediation costs. Due to a change in the expected holding
period of the property, an additional $6,600,000 was charged
to earnings in fiscal 1993 to provide for additional remedi
ation costs and future environmental com pliance costs.
Environmental com pliance costs include maintenance
and operating costs with respect to pollution control
facilities, cost of ongoing monitoring programs, and similar
costs. Based upon current environmental regulations, the
corporation has estimated the rem aining remediation
costs to be approximately $700,000, which will be expended
in fiscal 1994, and future environmental com pliance costs
to be approximately $4,600,000, which w ill be expended
over the next 30 years. These amounts have been
reflected in Other Accrued Expenses and Other Liabilities
at January 29, 1994.
in addition to the tannery site, the corporation has been
identified as a potentially responsible party by various
Federal and State authorities for remediation at several
sites. The corporation is one of many parties involved
at these sites. The corporation’s involvement relates to
the disposal of solvents and other by-products of the
corporation’s closed tannery and shoe manufacturing
facilities. Based upon current inform ation available, the
corporation’s ultim ate liability related to these sites is
estimated to be in the range of $400,000 to $650,000.
At January 2 9 , 1994, $500,000 has been reflected in Other
Accrued Expenses to cover these costs.

CHAM PION INTERNATIONAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 15: Environm ental Liabilities
The company has been designated as a potentially
responsible party by the U.S. Environmental Protection
Agency (the “ ERA” ) under the Comprehensive Environmen
tal Response, Compensation, and Liability Act of 1980, and
by certain states under applicable state laws, with respect
to the cleanup of hazardous substances at several sites.
In the case of many of these sites, other potentially
responsible parties also have been so designated.
In addition, the company and, in certain instances, other
responsible parties have entered into agreements w ith the
ERA and certain states regarding the cleanup of hazardous
substances at various other locations. Also, the company
is involved in the remediation of certain other sites which
are not the subject of investigation by federal or state
agencies.
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The company cannot predict with certainty the total cost
of such cleanups, the company’s share of the total cost of
m ultiparty cleanups or the extent to which contribution w ill
be available from other parties, or the amount of tim e
necessary to accom plish such cleanups. However, based
upon, among other things, its previous experience with
respect to the cleanup of hazardous substances as well as
the regular detailed review of known hazardous waste
sites by the company, the company has accrued $83
m illion at December 3 1 ,1993, which represents its current
estimate of the probable cleanup liabilities, including
remediation and legal costs, at all known sites. This
accrual does not reflect any possible future insurance
recoveries, which are not expected to be significant,
but does reflect a reasonable estimate of cost-sharing at
m ultiparty sites.
Although the com pany’s probable liabilities have been
accrued for currently, hazardous substance cleanup
expenditures generally are incurred over an extended
period of time, in some cases possibly more than 30
years. Annual cleanup expenditures during the period
from 1991 through 1993 were approximately $5.3 m illion,
$6.6 m illion and $6.9 m illion, respectively.
EASTMAN KODAK COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
S ignificant Accounting Policies (In Part)

Environmental Costs
Environmental expenditures that relate to current operations
are expensed or capitalized as appropriate. Remediation
costs that relate to an existing condition caused by past
operations are accrued when it is probable that these
costs w ill be incurred and can be reasonably estimated.
Legal M atters
The Company is in discussion with the Environmental
Protection Agency (EPA) and the Environment and Natural
Resources Division of the U.S. Department of Justice
concerning the EPA/NEIC (National Enforcement Investiga
tions Center) investigation of the Company’s Kodak Park site
in Rochester, New York. As a result of the investigation, the
Company expects to incur a civil fine of at least $100,000
for violations of federal environmental laws and regulations.
The Company is participating in the EPA’s Toxic Sub
stances Control Act (TSCA) Section 8(e) Compliance
Audit Program. As a participant, the Company has agreed
to audit its files for m aterials which under current EPA
guidelines would be subject to notification under Section
8(e) of TSCA and to pay stipulated penalties for each report
submitted under this program. The Company anticipates
that its liability under the Program w ill be $1,000,000.

In addition to the foregoing environmental actions, the
Company has been designated as a potentially responsi
ble party (PRP) under the Comprehensive Environmental
Response Compensation and Liability Act of 1980, as
amended (the “ Superfund” law), or under sim ilar state
laws, for environmental assessment and cleanup costs as
the result of the Company’s alleged arrangements for
disposal of hazardous substances at fewer than twenty
Superfund sites. W ith respect to each of these sites,
the Company’s actual or potential allocated share of
responsibility is sm all. Furthermore, numerous other
PRPs have sim ilarly been designated at these sites and,
although the law imposes joint and several liability on
PRPs, as a practical matter costs are shared with other
PRPs. Settlements and costs paid by the Company in
Superfund matters to date have not been material. Future
costs are also not expected to be m aterial to the
Company’s financial condition or results of operations.
EATON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Protection o f the Environm ent
The Company has been named a potentially responsible
party (PRP) under the Federal Superfund law at a number
of waste disposal sites. Although this law technically
imposes joint and several liability upon each PRP at
each site, the extent of the Company’s required financial
contribution to the cleanup of these sites is expected to be
lim ited based on the number and financial strength of the
other named PRP’s and the volumes of waste involved
w hich m ight be attributable to the Company. The
Company is also involved in remedial response and
voluntary environm ental cleanup expenditures at a
number of other sites which are not the subject of any
Superfund law proceeding, including certain of its
currently-owned or formerly-owned plants. Although it is
difficult to quantify the potential financial im pact of
com pliance with environmental protection laws, manage
ment estimates that there is a reasonable possibility that
the remediation and other costs associated with all of
these sites may range between $10 m illion and $68
m illion, and that such costs would be incurred over a
period of several years. The Company accrues for these
costs when it is probable that a liability has been incurred
and the amount of the loss can be reasonably estimated.
At December 31, 1993, the Company’s balance sheet
included an accrual for the estimated remediation and
other environmental costs of approximately $14 m illion.
Actual costs to be incurred at identified sites in future
periods may vary from the estimates, given inherent
uncertainties in evaluating environm ental exposures.
Subject to the difficulty in estim ating future environmental
costs, the Company expects that any sum it may be
required to pay in connection with environmental matters
in excess of the amounts recorded or disclosed above w ill
not have a m aterial adverse effect on its financial
condition or results of operations.

72

Section 1: General

With respect to the DCBU operations acquired at January
3 1 ,1994, to date the Company has conducted only a due
diligence, pre-acquisition review of the environmental loss
contingencies and expenditures at these operations.
Although additional investigation and review is in progress,
the Company is not yet able to evaluate conclusively the
scope of any environm ental issues. The Company
expects that these operations w ill have environmental
exposure sim ilar to that of other electrical equipment
manufacturers. The Company’s exposure is lim ited,
however, by the agreement between the Company and
W estinghouse Electric Corporation, pursuant to which the
Company acquired DCBU. W ith respect to environmental
conditions existing prior to the acquisition, W estinghouse
has agreed to retain certain responsibilities, to share the
cost of others and to indem nify the Company for its share
of those costs to the extent that they exceed $3.5 m illion
annually. For locations in the United States, this obligation
to share and to indem nify extends for ten years, and for
locations elsewhere it extends for fifteen years.
The Company continues to modify, on an ongoing,
regular basis, certain of its processes in order to reduce
the impact on the environment. Efforts in this regard
include the removal of many underground storage tanks
and the reduction or elim ination of certain chem icals and
wastes in its operations.
MONSANTO COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Com m itm ents and C ontingencies (in Part)
Costs for remediation of waste disposal sites are accrued
in the accounting period in which the responsibility is
established and when the cost is estimable. As of Dec. 31,
1993 and 1992, Monsanto’s Statement of Consolidated
Financial Position included accrued liabilities of $266
m illion and $242 m illion, respectively, for the remediation
of identified waste disposal sites. Expenditures related to
remediation activities were $53 m illion in 1993, $46 m illion
in 1992 and $35 m illion in 1991.
Monsanto’s future remediation expenses for waste
disposal sites are affected by a number of uncertainties,
including, but not lim ited to, the method and extent of
remediation, the percentage of material attributable to
Monsanto at the sites relative to that attributable to other
parties, and the financia l capabilities of the other
potentially responsible parties (PRPs). Because of the
uncertainties associated w ith rem ediation activities,
Monsanto’s potential future expenses to remediate these
sites could approximate an additional $100 m illion.
Post-closure and site remediation costs for operating
facilities are accrued over the estimated life of the facility
as part of the anticipated closure costs for such sites.
Monsanto’s estimated closure costs for these sites
could approximate $150 m illion. Uncertainties related to
these costs are evolving government standards, the
method and extent of remediation, and future changes in
technology.

UNIVAR CORPORATION (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Nine (in Part): Litigation and Contingencies

The Environment and Other Matters
Because of the nature of its business, the Corporation is
involved in numerous contractual, product liability, and
public liability cases and claims. The liabilities for injuries
to persons or property are frequently covered by liability
insurance and the deductible and self-insured portions of
these liabilities, where applicable, have been accrued in
these financial statements.
The Corporation or related entities have been contacted
by various governmental agencies regarding potential
liability for a share of the cost of cleanup of independent
waste disposal or recycling sites with alleged or confirm ed
contaminated soil and/or groundwater to which the Corpo
ration may have taken waste products. W ith regard to
many of these sites, the Corporation has denied liability
because of an absence of any connection between the
Corporation or related entities and the waste disposal or
recycling site. The Corporation believes there are nine
teen sites in which the Corporation may be liable for a
share of the cost of cleanup. At those sites which show
some alleged evidence of an association between the
Corporation or related entities and the waste disposal or
recycling site, the Corporation is considered a de minimis,
or sm all quantity, “ potentially responsible party.’’
Thirty-three owned, previously owned, or leased sites
of the Corporation are currently undergoing remediation
efforts or are in the process of active review of the need for
potential remedial efforts. Some of these efforts are being
conducted pursuant to governmental proceedings or
investigations, while others are being conducted voluntarily
by the Corporation, with appropriate state or federal agency
oversight and approval. The following table shows additions
to and expenditures charged against the Corporation’s
environmental accruals during the past three years.

(in millions)
Beginning balance
Expense provisions
Insurance recoveries
Expenditures
Ending balance

1993
$ 5.1
.7
13.7
(4.1)
$15.4

1992
$ 5.4
1.0
1.7
(3.0)
$ 5.1

1991
$ 6.9
.5
2.0
(4.0)
$ 5.4

During fiscal 1993, the Corporation reached additional
settlem ents w ith its insurance carriers in its lawsuit which
sought recovery for certain environmental expenditures.
The settlem ents cover historical and ongoing cleanup
costs at various sites in the U.S.
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The Corporation believes that it cannot determine the
extent to which future environmental expenditures w ill
impact its results of operations. The reason, in part, is due to
the issues and uncertainties concerning the extent of
required cleanup; the complexity of applicable government
laws and regulations and their interpretations; the varying
costs and effectiveness of alternative cleanup technologies
and methods; the uncertain level of insurance or other
types of recovery; and the questionable level of the
Corporation’s involvem ent at various sites at which
the Corporation is allegedly associated. The Corporation
does not believe, based upon all available inform ation,
that the outcome of these environmental matters w ill have
a m aterially adverse effect on its financial position.
At year-end 1993, the Corporation had letters of credit
outstanding totaling approximately $20.7 m illion, which
guaranteed various insurance and financing activities.
Substantially all of these are autom atically renewable
each year.

MEREDITH CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Possible Tax Assessments

14 (In Part): Com m itm ents and C ontingent Liabilities
The Company has received federal income tax deficiency
notices relative to its 1986, 1987 and 1988 tax years. The
claimed deficiencies relate to the amortization of intangibles
and other matters connected w ith the acquisition of
Ladies’ Home Journal magazine. The issues remaining
unresolved through June 3 0 ,1993, would have an approxi
mate $12 m illion tax cost if decided totally adverse to the
Company. The Company has contested the remaining
deficiencies in the United States Tax Court in a trial ended
O ctober 6, 1992. M anagem ent believes th a t the
Com pany’s position has been strengthened by the
Supreme Court decision issued April 2 0 , 1993, regarding
the Newark Morning Ledger Company, The Tax Court
decision involving the Company is not expected before
the firs t quarter of calendar 1994. The Com pany
continues to expect that the ultim ate resolution of this
matter w ill not have a material adverse effect on its
financial condition.

DIBRELL BROTHERS, INCORPORATED (JUN)

M OBIL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note J (In Part): C ontingencies and O ther Inform ation
On April 22, 1993, the Company received notices from
Brazilian tax authorities of proposed adjustments to the
tax returns of the Company’s entities located in Brazil for
the calendar years ending 1988 through 1992. The
approximate proposed adjustments claim additional tax of
$11,400,000, penalties of $11,270,000 and interest of
$1,460,000. The Company believes that it has properly
reported its income and paid its taxes in Brazil in accor
dance with applicable laws and intends to contest the
proposed adjustments vigorously. The Company expects
that the ultim ate resolution of this m atter w ill not have a
material adverse effect on the Company’s consolidated
financial position or results of operations.

NOTES TO FINANCIAL STATEMENTS
17 (In Part): Com m itm ents and C ontingent Liabilities
The Internal Revenue Service (IRS) has investigated the
pricing of Saudi Arabian crude oil by Mobil and the other
Arabian American Oil Co. (Aramco) shareholder companies
during the period 1979-1984. In January 1992, the IRS
assessed a tax deficiency against Mobil of about $300
m illion on this so-called “ Aramco Advantage’’ issue for
tax years 1980 and 1981. In April 1992, Mobil filed a
petition in the U.S. Tax Court challenging the IRS
deficiency notice. If the IRS were ultim ately to prevail, tax
deductible interest in excess of $1 billion would also
be due. Final resolution of this case is several years away.
In December 1993, the U.S. Tax Court held that the IRS
had exceeded its authority in making large adjustments to
increase the taxable income of Exxon Corporation and
Texaco Inc. (form er Aram co shareholders) on the
“ Aramco Advantage’ ’ issue. It is anticipated that the IRS
w ill appeal this decision.
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Insurance Coverage

Government Investigations

IMO INDUSTRIES INC. (DEC)

E-SYSTEMS, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 14 (In Part): Contingencies
The Company is self-insured for a portion of its product
liability and certain other liability exposures. Depending
on the nature of the liability claim , and with certain
exceptions, the C om pany’s m axim um self-insured
exposure ranges from $250,000 to $500,000 per claim with
certain maximum aggregate policy lim its per claim year.
W ith respect to the exceptions, which relate principally to
diesel and turbine units sold before 1991, the Company’s
maximum self-insured exposure is $5 m illion per claim .

Note K— Com m itm ents and Contingencies
Changes to procurement regulations in recent years, as
well as the Government’s drive against “ fraud, waste and
abuse’ ’ in defense procurement systems have increased
the com plexity and cost of doing business with the
Government. Some of these changes have redefined the
ability to recover various standard business costs which
the Government w ill not allow, in whole or in part, as the
cost of doing business on Government contracts. Other
legal and regulatory practices have increased the number of
auditors, inspectors general and investigators to the point
that the company, like every other major Government
contractor, is the constant subject of audits, investigations
and inquiries concerning various aspects of its business
p ra ctice s. One pending in v e stig a tio n resulted in
subpoenas by the Government for a large number of
documents, and government interviews of a large number
of current and form er employees. The company believes
that this investigation, which has been ongoing for over
three years, is currently dorm ant. The company is
unaw are th a t the investiga tion produced cre d ib le
evidence of material wrongdoing by it or its employees
and, therefore, believes that charges or claim s w ill not
be brought against it or its employees arising from this
investigation.
The company regards charges of violation of govern
ment procurement regulations as extremely serious and
recognizes that such charges could have a material adverse
effect on the company. If the company is determ ined to
be in noncompliance with any of the applicable laws
and regulations, the possibility exists of penalties and
debarm ent or suspension from receiving additional
Government contracts.
The company Is involved In other disagreements which
are in the ordinary course of the com pany’s business
activities that are not expected to have a material adverse
effect on the company’s financial position. In addition, the
company is involved in certain environmental matters with
governm ental agencies, and pending or threatened
lawsuits and claim s by current and form er employees
alleging variously age, race, sex, and disability discrim i
nation or retaliatory discharge.
Management believes that the im pact of the above
matters, if any, on the com pany’s financial condition w ill
not be material.

THE SCOTTS COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): A ssociate B enefits
The Company is self-insured for certain health benefits up
to $125,000 per occurrence per individual. The cost of
such benefits is recognized as expense in the period the
claim occurred. This cost was $5,293,000, $6,439,000 and
$6,662,000 in 1991, 1992 and 1993, respectively. The
Company is self-insured for State of Ohio workers’
compensation up to $500,000 per claim . The cost for
w orkers com pensation was $139,000, $127,000 and
$268,000 in 1991, 1992 and 1993, respectively. Claims in
excess of stated lim its of liability and claim s for workers’
compensation outside of the State of Ohio are insured
with commercial carriers.

SPEIZM AN INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 (In Part): Com m itm ents and C ontingencies
The Company has not obtained product liability insurance
to date due to the prohibitive cost of such insurance. The
nature and extent of distributor liability for product defects
is uncertain. The Company has not engaged in manufac
turing activities since 1990, and management presently
believes that there is no material risk of loss to the
Com pany from product lia b ility claim s against the
Company as a distributor.
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Contingencies

ROHR. INC. (JUL)

Repayment Of Grants

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FRUIT OF THE LOOM, INC. (DEC)
Note 8 (In Part): Commitments and Contingencies
In early 1990, investigative agencies of the United States
Defense Department and the United States Attorney for
the Central D istrict of C alifornia subpoenaed various
documents of the Company (relating principally to the
Company’s performance on its F-14 and C-5 contracts)
and began interview ing various of the Com pany’s
employees. Among other things, the ongoing investiga
tion appears to concern the production of parts, the
recording of inform ation which is a part of that production
process, and the testing practices utilized by the Com
pany on many programs. The Company is cooperating
fully in the investigation and has complied with such
subpoenas. The Company has learned of inform ation
regarding various acts of employees which leads it to
believe that the United States Attorney may conclude
such acts are sufficient to warrant crim inal prosecution of
the Company. The Company does not believe any such
acts have had an adverse effect on the safety or utilization
of its products. The government may elect to bring criminal
and/or civil proceedings as a result of its investigation,
and the potential fines and damages requested by the
government might be substantial. The Company has
been m eeting w ith the United States Attorney and
believes it is prudent and conservative to anticipate some
monetary damages related to possible crim inal and civil
proceedings. The Company recorded special provisions
reflecting its assessment of the ultim ate costs which may
be incurred. The Company’s estimate of such costs was
based upon evidence it had obtained concerning the
matters under investigation and the settlement experience
of other companies involving sim ilar matters. In addition,
the Company commenced discussions with government
officials who have the discretion to tem porarily suspend or
to debar the Company from entering into government
contracts in the future. An adverse determ ination could
affect the Company’s ability to obtain future government
contracts.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)

Deferred Grants
Commencing in 1987 and during 1993 and 1992, the Com
pany negotiated grants from the governments of the
Republic of Ireland and of Northern Ireland. The grants
are being used for employee training, the acquisition of
property and equipm ent and other governmental busi
ness incentives such as general employment. Employee
training grants are recognized in earnings in the year in
which the costs to which they relate are incurred by the
Company. Grants for the acquisition of property and
equipm ent are netted against the related capital expendi
ture. Grants for property and equipm ent under operating
leases are amortized to income as a reduction of rents
paid. Unamortized amounts netted against fixed assets
under these grants at December 31,1993 and 1992, were
$28,500,000 and $27,700,000, respectively. At December
3 1 ,1993 and 1992, the Company has a contingent liability
to repay, in whole or in part, grants received of approxi
mately $43,500,000 and $42,100,000, respectively, in the
event that the Company does not meet defined average
employment levels or term inates operations in the Repub
lic of Ireland or Northern Ireland.

Product Repurchase Agreements
HARLEY-DAVIDSON, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Comm itm ents and Contingencies
At December 31, 1993, the Motorcycles and Related
Products segment (the Motorcycle segment) and the
Transportation Vehicles segment (the Transportation seg
ment) estimated that they were contingently liable under
repurchase agreements for a maximum of $31.8 m illion
and $31.7 m illion, respectively, to lending institutions that
provide wholesale floor plan financing to their dealers.
These agreements are custom ary in both the motorcycle
and recreational vehicle industry. The Company’s loss
exposure on repurchase is lim ited to the difference
between the resale value of the vehicle and the amount
required to be paid the lending institution at the tim e of
repurchase.
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Promotion Program Costs

Product Recall

MAYTAG CORPORATION (DEC)

W ALBRO CORPORATION (DEC)

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

C ontingent Lia b ilitie s (In Part)
In 1993 and 1992, the Company made provisions to cover
the cost of two Hoover Europe “ free flights” promotion
programs, including a $50 m illion special charge in the
first quarter of 1993. The promotions began in August,
1992 and included qualified purchases through January,
1993. The terms of the promotions require all flights to
commence before the end of the second quarter of 1994.
The Company believes that it has made adequate
provisions for any costs to be incurred relating to these
promotions. Although the final costs of the promotions
cannot be determined at this time, management does not
believe that any additional costs that may be incurred w ill
have a material adverse effect on the financial condition of
the Company.

Note 6. Comm itm ents and C ontingencies
The m anufacture of automotive components entails the
risk that a customer or governmental authority may
require the recall of one of the Company’s products or a
product in which one of the Company’s products has been
Installed. The Company has taken and w ill continue to
take ail reasonable precautions to avoid the risk of
exposure to a recall or warranty claim that would have a
material effect on the financial position of the Company.
The Company does not believe that any insurance is avail
able to protect against potential product recali/warranty
liability. The Company provides for warranty claim s on its
products on an ongoing basis.
Management believes that any liability resulting from
these matters will not have a material impact on the financial
position or future results of operations of the Company.

Flood Loss

Obligations Of Discontinued Business

NORTEK, INC. (DEC)
ZENITH ELECTRONICS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Com m itm ents and Contingencies
The Company provides accruals for all direct and indirect
costs associated w ith the estim ated resolution of
contingencies at the earliest date at which the incurrence
of a liability is deemed probable and the amount of such
liability can be reasonably estimated.
The Company’s A ir Conditioning and Heating Products
Group’s plant in St. Louis, Missouri, which manufactures
products for the residential and manufactured housing
markets, experienced damage as a result of the flooding
of the M ississippi River in July 1993. The plant was closed
for several weeks, but returned to full operation in late
August 1993. At December 31, 1993, the Company
accrued for estimated losses of $14,500,000 related to the
flo o d in g , recorded a receivable of approxim ately
$14,500,000 for casualty, property damage and business
interruption insurance claim s due from its insurance
c a rrie r and recorded as a lia b ility approxim ately
$13,200,000 of cash advances received relating to such
claims. The Company believes that it has adequate
insurance coverage and does not expect this event to
have a material adverse effect on the Company’s financial
condition or results of operations.

Note Fourteen— Contingencies
The company is involved in various legal actions, environ
mental matters, patent claims, and other proceedings
relating to a wide range of matters that are incidental to the
conduct of its business. In addition, the company remains
liable for certain retained obligations of a discontinued
business, principally income and other taxes prior to the
closing of the sale. The company believes, after reviewing
such matters and consulting with the com pany’s counsel,
that any liability which may ultim ately be incurred with
respect to these matters is not expected to have a material
effect on either the com pany’s consolidated financial
position or results of operations.
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GAIN CONTINGENCIES

LITTON INDUSTRIES, INC. (JUL)
NOTES TO FINANCIAL STATEMENTS

Plaintiff Litigation
DATA GENERAL CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Financial Instrum ents,
Com m itm ents and Contingencies

Litigation
In the U.S. D istrict Court for the D istrict of Massachusetts,
a jury, on January 2 8 , 1993, awarded the company $52.3
m illion in damages and related interest from Grumman
Systems Support Corporation (‘ ‘‘G rumman’’) for infringing
the company’s copyrights and m isappropriating trade
secrets relating to the company’s proprietary MV/ADEX
diagnostic software. The award includes approximately
$15.9 m illion in prejudgment interest. On May 13, 1993,
Grumman’s motion for judgm ent notwithstanding the
verdict and/or for a new trial was rejected. Grumman has
appealed to the United States First C ircuit Court of
Appeals. The company w ill not recognize the award in its
financial statements until it is received or assured. The
company has deferred legal costs incurred subsequent to
the jury verdict in order to match these costs with the
award when recognized.
The company and certain of its subsidiaries are involved
in various other patent infringem ent, contractual, and
proprietary rights suits. In the opinion of management, the
conclusion of these suits w ill not have a material adverse
effect on the financial condition or results of operations
and cash flows of the company and its subsidiaries.

Note I: Defense Contracts, Litigation and Contingencies
On August 3 1 , 1993 a U.S. D istrict Court jury rendered a
verdict in favor of Litton against Honeywell, Inc. in the
amount of $1.2 billion. The jury found that Honeywell willfully
infringed a Litton patent relating to the manufacture of ring
laser gyro navigation systems which are used in commercial
aircraft. The jury also found that Honeywell actively
induced a Litton licensee to infringe Litton’s patent and
Honeywell interfered with Litton’s prospective economic
advantage. The Court is currently considering post trial
motions filed by both Honeywell and Litton, but is not
expected to rule on these motions before December 1993.
It is expected that any decision of the Court would be
appealed by the party which does not prevail, and the
Company cannot predict when this litigation w ill be
ultim ately concluded.

UNITED TECHNOLOGIES CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 (In Part): Com m itm ents and C ontingent L iabilities
The Corporation has instituted legal proceedings against
its insurers seeking insurance coverage for remediation
and related expenditures. These proceedings are
expected to last several years. As no prediction can be
made as to the outcome of these proceedings, potential
insurance reimbursements are not recorded. The above
uncertainties notwithstanding, the Corporation believes
that expenditures necessary to com ply with the present
regulations governing environmental protection w ill not
have a material effect upon its capital expenditures, com
petitive position, financial position or results of operations.

HARNISCHFEGER INDUSTRIES, INC. (OCT)
WITCO CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
(D ollar am ounts in thousands)
Note 13 (In Part): Commitments, C ontingencies
and O ff-Balance-Sheet Risks
On May 21,1993, a Federal court jury in Madison, Wisconsin
awarded Beloit Corporation $17,200 following a patent
infringem ent trial against J.M. Voith GmbH of Germany
and its subsidiary, Voith, Inc. The jury had determined that
Beloit’s patents on its new Bel-Champ™ technology for the
drying section of large paper manufacturing machines
were valid and were infringed by Voith in connection with
Voith’s sale of a paper machine dryer section. The verdict
of this patent infringem ent trial has been appealed by
Voith. The award has not been recorded in the Statement
of Income in 1993.

NOTES TO FINANCIAL STATEMENTS
Note 14 (In Part): Com m itm ents and Contingencies
The Company has numerous insurance policies which it
believes provide coverage at various levels for environ
mental liabilities. The Company is currently in litigation
with many of its insurers concerning the applicability and
amount of insurance coverage for environmental costs
under certain of these policies. No provision for recovery
under any of these policies is included in the Company’s
financial statements.
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Tax Sharing Agreement
TABLE 1-12: COMMITMENTS
COOPER INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): N onrecurring Item s
On October 6 , 1993, the Company closed an initial public
offering of 90.4% of the stock of Belden Inc., form erly the
Com pany’s Belden D ivision. This sale, w hich was
recorded in the third quarter, generated net-of-tax cash
proceeds of approximately $267 m illion and a $273.8
m illion pretax ($164.3 m illion net of tax) gain or $1.44 per
fully diluted share. In addition, depending upon the future
profitability of Belden and other factors, the Company w ill
receive over a 15-year period additional benefits from a tax
sharing agreement between the Company and Belden, Inc.
The proceeds from the tax sharing agreement will be
recorded In income when they are earned. The Company’s
remaining 9.6% interest in Belden Inc., the sale of which is
prohibited during the first six months and restricted (other
than when registered as perm itted by agreements with
Belden) during the first two years following the public
offering, has been accounted for as a marketable equity
security with an initial investment value of $12.4 m illion
and a December 31, 1993 market value of $46.6 m illion.
Belden, which was included in the Electrical Products
segment, had revenues of $281 m illion and pretax profits
of approximately $38 m illion for the nine-month period
ended September 3 0 , 1993.
The gain from the Belden sale was fully offset by a loss
recorded with respect to the anticipated sale of the Cameron
Forged Products Division and by the effects of a series of
management actions designed to enhance the Company’s
future profitability. These actions included $99 m illion of
accruals with respect to a series of productivity improve
ment and consolidation programs; a $65 m illion reduction
in the depreciable value of the m achinery and equipment
and certain other plant and equipm ent related to the
production of transformers, a large product line w ithin the
Company’s Electrical Power Equipment segment; and a
$56 million reduction in the carrying value of the Company’s
internally developed capitalized software. In addition, the
Company increased the depreciable life on all existing
and future additions of m achinery and equipment from
10 to 12 years effective July 1 , 1993.

Dividend restrictions...................
Purchase agreements.................
Capital expenditures...................
Employment contracts...............
Additional payments in connection
with an acquisition.................
Sales agreements......................
Other— described......................

Number of Companies
1993 1992 1991 1990
369
379
386
388
90
77
78
81
86
86
86
86
37
31
35
40
20
11
58

23
16
37

24
15
62

32
21
58

COMMITMENTS
Paragraph 18 of S tatem ent o f F inancial A ccounting
Standards No. 5 requires the disclosure of commitments
such as those for capital expenditures or an obligation to
restrict dividends. Table 1-12 lists the various com m it
ments disclosed in the 1993 annual reports of the survey
companies.
Examples of commitment disclosures follow.
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Commitments

Obligations to Maintain Working Capital
Or Restrict Dividends

FMC CORPORATION (DEC)

CHESAPEAKE CORPORATION (DEC)

Note 11 (In Part): S tockholders’ Equity
Covenants of the revolving credit facility agreement (Note 9)
restrict aggregate payment of dividends on the company’s
common stock to 50 percent of consolidated net income
(as defined) after December 31, 1991, plus $170 m illion.
However, no dividends are expected to be paid on the
company’s common stock in 1994. The covenants also
contain a minimum net worth requirement (as defined) of
$300 m illion plus 50 percent of consolidated net income
(as defined) after June 3 0 , 1992.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3 (In Part): Long-Term Debt
Certain loan agreements include provisions permitting the
holder of the debt to require the Company to repurchase
all or a portion of such debt outstanding upon the occur
rence of specified events involving a change of control or
ownership. In addition, various loan agreements contain
provisions that restrict the disposition of certain assets,
require the Company to maintain a ratio of long-term debt
to total capital not in excess of 60% and to meet an annual
cash flow test. The Company is required to maintain
adjusted stockholders’ equity of at least $310 m illion and
a consolidated current ratio of at least 1.5 under the
provisions of certain loan agreements. Under the most
restrictive covenant, the Company had approximately
$70.1 m illion of retained earnings available for dividends
as of December 3 1 , 1993.

CHIQUITA BRANDS INTERNATIONAL, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Debt
Certain of the Company’s debt agreements contain
restrictions on the payment of cash dividends. At December
31, 1993, approximately $25 m illion was available for
dividend payments under the most restrictive of these
agreements. In early 1994, the Company called the debt
outstanding under this agreement for redemption. Under
the next most restrictive agreement, approximately $50
m illion was available for dividends at December 3 1 , 1993,
and an additional $139 m illion is available after giving
effect to the February 1994 preferred stock proceeds.

COURIER CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note D (In Part): Long-Term D ebt
The long-term debt agreements contain various restrictive
covenants including provisions relating to the main
tenance of working capital and interest coverage ratios,
incurrence of additional indebtedness, and lim itations on
payment of dividends and certain investments. The
revolving credit facility also includes a quarterly test of
cash flow to debt service. The industrial revenue bond
arrangements and the 9.5% prom issory note provide for a
lien on the assets acquired with the proceeds. At September
25, 1993, retained earnings of approxim ately $950,000
could be used for dividends and the repurchase of
Company common stock w ithout obtaining approval from
the Company’s lenders.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

GUILFORD MILLS, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands except per share data)
5 (In Part): Short-Term Borrow ings and Long-Term Debt
Under the terms of the Company’s debt agreements,
$28,544 of retained earnings as of June 27,1993 is available
for the payment of cash dividends. Certain requirements
and restrictions apply to future indebtedness, stockholders’
investment, tangible net worth, net current assets and
investments. As of June 27, 1993, the Company was In
com pliance with all covenants under its debt agreements.

IMC FERTILIZER GROUP, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Long-Term Debt
The Senior notes, the W orking Capital Facility, and the
11.25% Notes contain provisions which (i) restrict the
Company’s ability to make capital expenditures and
dispose of assets, (ii) lim it the payment of dividends or
other distributions to shareholders, and (iii) lim it the
incurrence of additional indebtedness. The W orking
Capital Facility and the 11.25% Note agreements also
contain financial ratios and tests which must be met with
respect to interest and fixed charge coverage, tangible net
worth, working capital and total debt to capitalization.
The ongoing ability of the Company to meet its debt service
and other oblig a tio n s, in clu d in g com pliance w ith
covenants in its debt instruments, w ill be dependent upon
the future performance of the Company which w ill be
subject to financial, business and other factors, certain of
which are beyond its control, such as prevailing economic
and industry conditions and prices for the Company’s
products. The Company anticipates that its cash flow
together with available borrowings w ill be sufficient to
meet its operating expenses and service its debt require
ments as they become due. However, if product prices do
not improve in 1994, the Company may have difficulty
com plying with its covenants.
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ROHR, INC. (JUL)
NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Indebtedness
Several of the Company’s principal financing agreements
contain financial covenants that require it to maintain a
Consolidated Tangible Net Worth (as defined) of $164 m il
lion plus 50% of positive consolidated net income; a ratio
of Consolidated Net Income Available for Fixed Charges
(as defined) to Fixed Charges (as defined) of 1.60 to 1
through January 3 1 ,1994,1.65 to 1 from February 1 , 1994
through July 3 1 ,1994, and 2.00 to 1 thereafter; and a ratio
of Debt to Consolidated Tangible Net Worth (as defined) of
3.80 to 1 through July 31, 1994, 3.20 to 1 from August 1,
1994 through July 31, 1995, and 3.00 to 1 thereafter. In
addition, the Company’s revolving credit agreement and
senior note agreements require it to issue at least $100
m illion of subordinated debt on or prior to August 1 , 1994.
The financial ratios which the Company is required to
maintain under several of its principal financial agree
ments, and which are described above, become more
lenient once the Company issues such subordinated
debt. The Company’s principal financing agreements
also contain other restrictions, including restrictions on
indebtedness, liens, lease obligations, mergers, sales of
assets, investments and capital expenditures. If the
Company were to breach a covenant in any of its principal
financing agreements, the lenders under such agreement
could, at their option, accelerate the m aturity of the debt
evidenced by such agreement. In addition, any such
default (or, in some cases, an acceleration after the occur
rence of such a default) would cause defaults under
c ro s s -d e fa u lt p ro visio n s (or c ro ss-a cce le ra tio n
provisions) in other Company financing agreements.

SAFEWAY INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note B (In Part): Financing

Restrictive Covenants
The Bank Agreements prohibit payments by the Company
of dividends on any class of stock (other than dividends paid
through issuance of additional shares of that class of stock)
and restrict, among other things, payments by the Company
(i) to acquire shares of any class of stock of the Company, (ii)
of any debt which is subordinate to the Bank Agreements,
and (iii) to acquire any outstanding warrants, options or other
rights to acquire shares of any class of stock of the Com
pany, other than those held by certain Company officers.
Other provisions of the Bank Agreements lim it certain
acts of the Company, including the creation of liens, incur
ring obligations under leases in excess of specified levels,
incurring capital expenditures in excess of specified
amounts, and entering into certain business activities,
investments and guarantees. The Bank Agreements also
lim it the amount of indebtedness that the Company can
incur. The Company is also required to meet certain finan
cial tests which pertain to its ratio of debt to equity and its
ability to generate adequate cash to meet required
payments.

The Indentures pursuant to which the 9.30% Senior
Debentures, the 10% Senior Notes and the Subordinated
Securities were issued restrict, among other things,
payments by the Company (i) of dividends on any capital
stock (other than dividends paid through issuance of
additional shares of that capital stock) and (ii) to acquire
shares of any capital stock of the Company (including
outstanding warrants, options or other rights to acquire
shares of any capital stock of the Company), other than
those held by certain Company officers. The Indentures
also contain provisions w hich lim it the am ount of
additional debt that the Company may incur.
SM ITHFIELD FOODS, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): Debt

Debt Covenants
The C om pany’s various debt agreem ents contain
covenants regarding working capital, current ratio, fixed
charges coverage and net worth, and, among other
restrictions, lim it additional borrowings, the acquisition,
disposition and leasing of assets, and payments of
dividends to stockholders. Additionally, existing loan
covenants contain provisions which substantially lim it the
amount of funds available for transfer from its subsidiaries
to the parent company w ithout the consent of certain
lenders. During parts of fiscal 1993, the Company and
certain subsidiaries were not in com pliance with working
capital and current ratio requirements in certain of their
loan agreements. These events of noncompliance were
caused by large capital expenditures which were financed
with short-term borrowings. These events of noncompliance
were waived by the lending institutions during the year. At
May 2, 1993, the Company and its subsidiaries were in
com pliance w ith all covenants in all of th e ir debt
agreements.
THIOKOL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note E (In Part): Financing Arrangem ents
The note agreem ents contain covenants restricting,
among other things, the Company’s ability to incur funded
debt in excess of 60% of consolidated net tangible assets,
lim itations on sale and leaseback transactions, and the
sale of assets during each 12-month period which account
for more than 10% of revenues, earnings or book value of
the Company’s total assets. The agreements also contain
restrictions with respect to the amount of retained earn
ings available for the payment of cash dividends and the
purchase of Company stock. At June 30, 1993, approxi
mately $208 m illion of retained earnings was available for
the payment of dividends and the purchase of Company
stock. Interest paid on borrowings was $25.5, $24.2, and
$22.3 m illion in 1993,1992, and 1991, respectively.
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Capital Expenditures

TEXAS INSTRUMENTS INCORPORATED (DEC)
NOTES TO FINANCIAL STATEMENTS

AEL INDUSTRIES, INC. (FEB)
Property, P lant and Equipm ent at Cost
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Millions of Dollars
6 (In P art): Commitments
In fiscal year 1993, the Company began construction of a
major building addition at its Richardson Road facility.
The building addition is expected to be completed in fiscal
year 1994 at a total estimated cost, including related
expenditures, of approximately $4,800,000. At February
2 6 ,1993, the Company had commitments for expenditures
of approximately $2,200,000 related to the com pletion of
the building addition.

BOWATER INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Com m itm ents and C ontingencies
In September 1992, the company entered into a contract for
the construction of a new recovery boiler at the Calhoun,
Tennessee, m ill. The project is expected to be completed
in the second quarter of 1994. Payment for the project
(approxim ately $105,000,000) w ill be made from the
proceeds of the two preferred stock offerings. (See note
on page 22.)

Land
Buildings and improvements
Machinery and equipment
Total

1993
$ 70
1,691
2,859
$4,620

1992
$ 69
1,695
2,670
$4,434

Interest incurred on loans in 1993,1992 and 1991 was $55
m illion, $57 m illion and $59 m illion. Of these amounts,
$8 m illion in 1993, $6 m illion in 1992 and $18 m illion in
1991 were capitalized.
Authorizations for property, plant and equipm ent
expend itures in fu tu re years w ere approxim ately
$603 m illion at December 31, 1993, and $302 m illion at
December 31, 1992.

Purchase Contracts
ASTROSYSTEMS, INC. (JUN)
NOTES TO FINANCIAL STATEMENTS

HORMEL FOODS CORPORATION (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
H (In Part): Commitments
The Company has commitments to expend approximately
$34,549,000 to complete construction in progress at vari
ous locations at October 30, 1993.

LOW E’S COMPANIES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 (In Part): Commitments, Contingencies and Litigation
The Company had purchase commitments at January 31,
1994, of approximately $24.4 m illion for land, buildings
and construction of facilities, and $16.6 m illion for
equipment.

Note D (In Part): Contingencies and Commitments
3. The Company and its three principal officers are parties
to a stock retirem ent agreement which requires the
Company, upon the death of any of these officers, to
purchase 30% of his holdings of the Company’s common
stock at a price equal to the greater of the average market
price over the last six months or the book value. The
Company has life insurance policies on the lives of the
aforementioned officers to fund substantially all of such
obligation in the event of their death.

COCA-COLA ENTERPRISES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Comm itm ents and C ontingencies (in Part)
The Company has purchase agreements with various
suppliers extending beyond one year. Subject to the
supplie r’s quality and perform ance, the purchases
covered by these agreements aggregate approximately
$527 m illion in 1994, $529 m illion in 1995, $502 m illion in
1996, $508 m illion in 1997 and $103 m illion in 1998.

82

Section 1: General

KIMBERLY-CLARK CORPORATION (DEC)

TENNECO INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 7 (In Part): Commitments

16 (In Part): Comm itm ents and Contingencies

Other Commitments
The Corporation has entered into long-term contracts for
the purchase of certain raw materials. Minimum purchase
commitments, at current prices, are approximately $230
m illion in 1994 and $190 m illion in each of the years 1995
and 1996. In no year are these purchase commitments
expected to exceed usage requirements.

Purchase Obligations
In connection with the financing commitments of certain
joint ventures, Tenneco has entered into unconditional
purchase obligations for products and services of $197
m illion ($152 m illion on a present value basis). Tenneco’s
annual obligations under these agreements are $26 million
for 1994 and 1995, $25 m illion for 1996, $23 m illion for
1997 and $22 m illion for 1998. Payments under such
obligations, including additional purchases in excess of
contractual obligations, were $31 m illion, $33 m illion and
$35 m illion for the years 1993,1992 and 1991, respectively.
In addition, in connection with the Great Plains coal gasifi
cation project (Dakota Gasification Company), Tenneco
has contracted to purchase 30% of the output of the
plant’s original design capacity for a remaining period of
16 years.

LOUISIANA-PACIFIC CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Com m itm ents (In Part)

Tim ber Cutting Contracts
L-P is obligated to purchase tim ber under cutting
contracts, prim arily with the U.S. Forest Service, which
extend to 2004.
The table below presents L-P’s best estimate of its
com m itm ent under tim ber cutting contracts.
Year Ended December 31
1994
1995
1996
1997
1998
1999 and after

(in Millions)
$ 7.4
3.1
5.4
5.8
.7
170.4
$192.8

REYNOLDS METALS COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Note L (In Part): C ontingent Liabilities and Comm itm ents
In order to assure an adequate supply of certain raw
material requirements, the Company has committed to
pay its proportionate share of annual production charges
(including debt service) relating to its interests in certain
unincorporated joint ventures and associated companies.
These arrangements include minimum commitments of
approximately $50 m illion annually through 1998 and
additional amounts thereafter which together, at present
value, aggregate $226 m illion at December 3 1 ,1993, after
excluding interest of $62 m illion and variable operating
costs of the facilities. During 1993 the Company purchased
approximately $195 million (1992-$200 million, 1991-$230
m illion) of raw m aterials under these arrangements.

TOSCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16 (In Part): Comm itm ents and C ontingencies
In August 1992, Tosco entered into a 15-year agreement
(Hydrogen Supply Agreement) to purchase up to 25 million
cubic feet per day of hydrogen and steam from a facility
(Hydrogen Plant) to be built, owned, and operated by a
third party. Tosco entered into an agreement to provide
utilities, wastewater disposal and other services to the
Hydrogen Plant. The Hydrogen Plant, located at the Avon
Refinery on property leased from Tosco, began commercial
operation in December 1993. The Hydrogen Supply
Agreement may be m odified to provide for higher levels of
hydrogen at prices to be negotiated and can be term i
nated under certain circum stances upon payment of a
stipulated fee (which decreases over tim e). The third party
has undertaken specific performance guarantees under
operating and maintenance contracts.
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UNIVAR CORPORATION (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

GARAN, INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note Nine (In Part): Litigation and C ontingencies

Note 12— Com m itm ents and Contingencies

Univar Europe Stock Purchase Agreement
At the tim e of the acquisition of the BID Group, the Corpo
ration and Pakhoed entered into a shareholder agreement
concerning their ownership of Univar Europe and other
matters which, among other things, sets forth certain
procedures under which the Corporation can purchase
Univar Europe shares owned by Pakhoed. Pakhoed can
sell its Univar Europe shares to the Corporation at any time
while the right of the Corporation to purchase Pakhoed’s
shares is subject to certain events. The purchase price for
Pakhoed’s shares, until July 1, 1993, is approximately
$26.0 m illion, which is $3.6 m illion in excess of Pakhoed’s
investment in Univar Europe. After that date, the price is
based on a business appraisal. Once established, the
purchase price is payable not later than nine months after
receipt of notice of the purchase or sale. The purchase price
is payable in cash or in shares (at the then market value)
of Corporation common stock, at Pakhoed’s election.
Payment of the purchase price in shares of Corporation
common stock Is subject to the 35% lim itation imposed by
the Standstill Agreement entered into between the Corpo
ration and Pakhoed in September 1986.

Employment Agreements
The Company maintains employment agreements with
four directors, three of whom are also officers of the
Company. The employment agreements contain change
in control provisions that would entitle each of the four
directors to receive up to 2.99 tim es his five-year average
annual salary plus continuation of certain benefits if there
is a change in control in the Company (as defined) and a
term ination of his employment. The maximum contingent
liability under these agreements in such event is approxi
mately $6,900,000. The employment agreements also
provide for severance benefits, disability and death benefits
and, as to one officer-director, consulting services under
certain circumstances.

Employment Contracts
EKCO GROUP, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14 (In Part): Commitments and Contingencies

Employment Contracts
The Company has employment agreements with certain
of its executive officers and management personnel.
These agreements generally continue until term inated by
the executive or the Company, and provide for salary
continuation for a specified number of months under
certain circumstances. Certain of the agreements provide
the employees with certain additional rights after a Change
of Control (as defined) of the Company occurs. Included in
other assets are $4.1 m illion of tim e deposits held by a
bank to collateralize letters of credit issued to secure a
portion of the Company’s obligations under certain of
these agreements. The agreements include a covenant
against com petition with the Company, which extends for
a period of tim e after term ination for any reason. As of
January 2, 1994, if all of the employees under contract
were to be term inated by the Company w ithout good
cause (as defined) under these contracts, the Company’s
liability would be approximately $7 m illion ($10 m illion
following a Change of Control).

HYDE ATHLETIC INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Com m itm ents (In Part)
The Company has entered into employment contracts
with three key employees that provide for minimum
annual compensation of $675,000 in 1994. The contracts
provide for annual salaries, cost-of-living adjustments,
additional compensation in the form of bonuses based on
performance, life insurance coverage and options to
purchase shares of the Company’s common stock. The
contracts expire in November 1994 and December 1994.
In 1993, the Company has included in its general and
administrative expenses, bonus expense to key employees
of $681,680, of which $181,680 is payable and is included
in accrued expenses.

ORION PICTURES CORPORATION (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Com m itm ents and C ontingent Liabilities
The Company and certain of its subsidiaries have employ
ment contracts with various officers with remaining terms
of approximately three years at amounts approximating
their current levels of compensation. The Company’s
remaining aggregate commitment at February 28, 1993
under such contracts is approximately $3,400,000.
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ROWE FURNITURE CORPORATION (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Com m itm ents and Contingencies

Employment Agreements
The Company has employment agreements with certain
key officers of the Company which provide for salary
continuation of two years in the event of term ination of
employment without cause. In addition, the Company
entered into an agreement with an officer in December
1993 which provides annual compensation of $725,000,
adjusted for changes in the Consumer Price Index, through
November 30, 2001.
SPX CORPORATION (DEC)

issued in each year if earned will depend on actual sales in
excess of the goals and the market price of the Company’s
Common Stock when issued. The value of any subse
quently issued shares w ill be allocated to cost in excess of
the fair value of net assets acquired. Accordingly, on
February 2 8 , 1993, the Company issued 56,319 shares of
its common stock valued at $500,000 pursuant to the
agreement, resulting in a corresponding increase in cost
in excess of the net assets acquired. Future contingent
shares have not been included in a fully diluted earnings
per share calculation as their effect would be antidilutive.
In November 1993, the Company issued 23,423 shares
of its common stock at an approximate market value of
$128,000 pursuant to the agreement.

Sales Agreements

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
18 (In Part): Comm itm ents and C ontingent Liabilities
During 1988, the company’s Board of Directors adopted
executive severance agreements which create certain
liabilities in the event of the term ination of the covered
executives following a change of control of the company.
The aggregate com m itm ent under these executive
severance agreements should all 7 covered employees
be term inated is approximately $10 m illion.

Additional Payments Related to Acquisitions

RYMER FOODS INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Com m itm ents and Contingencies
The Company has agreements with certain of its customers
to sell merchandise over the next year for specified prices.
The Company’s aggregate com m itm ent under sales
agreements was approximately $28.6 and $28.2 m illion
at October 30, 1993 and October 31, 1992, respectively.
Commitments of Rymer Chicken comprised $13.5 m illion
and $18.6 m illion of total sales commitments as of October
31, 1992, respectively.

SPAN-AMERICA MEDICAL SYSTEMS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. A cquisition o f H ealthflex, Inc.
On February 2 8 , 1992, the Company acquired substantially
all of the assets of Healthflex, Inc. a Vermont-based
company which produced specialty mattress products used
in the prevention and treatm ent of pressure ulcers. The
acquisition was accounted for as a purchase. Results of
operations of Healthflex, Inc. are included in consolidated
operations since the acquisition date. As initial consideration
for the Healthflex business, the Company issued 99,182
shares of its Common Stock valued at $958,396 and
assumed and paid $735,569 of Healthflex debt. In addition,
costs related to the acquisition of approximately $156,000
were paid. Including the effects of purchase accounting
adjustments, assets were acquired with an assigned
value of approximately $1,850,000, including an excess of
cost over the fair value of net assets acquired of approxi
mately $1,025,000 and acquired patents of $750,000.
The Healthflex acquisition agreement also provides
that the Company may be required to issue shares of
Common Stock as additional consideration during 1993 to
1996 if certain annual sales goals of Healthflex products
are achieved. The actual number of shares that may be

Formation Of Joint Venture
CARPENTER TECHNOLOGY CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Commitments
In April 1993, the Company entered into an agreement
with Walsin Lihwa Corporation, a Taiwanese company, to
establish a specialty steel m anufacturing and distribution
joint venture in Taiwan. Under the term s of the agreement
the Company has agreed to pay the equivalent of approxi
mately $46.0 m illion for 19 percent of the shares of the new
joint venture. In addition, the Company has an option to
acquire up to an additional 16 percent of the outstanding
shares of the venture from Walsin Lihwa. The initial share
purchase is expected to occur in September 1993.
The agreement also provides for technology transfer
between the Company and the joint venture in exchange
for royalties payments to the Company and for crosslicensing to distribute products of the Company and the
joint venture.
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Royalties

TABLE 1-13: FINANCIAL INSTRUMENTS
Number of Companies
1993 1992 1991 1990

COHERENT, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Comm itm ents and Contingencies
In September 1988 the Company entered into several
agreements with Patlex Corporation (“ Patlex” ) whereby
the Company was granted a license to several laser
related patents developed by Dr. Gordon Gould and
assigned to Patlex. Under the term s of the agreements,
the Company pays royalties to Patlex of 5% and 2% of
certain defined domestic sales and international sales,
respectively, subject to certain exceptions and lim itations.
Royalty expense under these agreements was $1,093,000
in fiscal 1993, $1,192,000 in fiscal 1992 and $1,163,000 in
fiscal 1991. These patents expire on various dates through
May 2005.

Credit Card Program Rebates
FORD MOTOR COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14 (In Part): Comm itm ents and C ontingencies
During 1993, the company and certain of its subsidiaries
entered into agreements with various banks to introduce
credit card programs that offer rebates which can be applied
against the purchase or lease of Ford cars or trucks. The
maximum am ount of rebates available to qualified
cardholders at December 31, 1993, was $1.7 billion. The
company has provided for the estimated net cost of these
programs as a vehicle marketing cost based on the
estimated number of participants who w ill ultim ately
purchase vehicles.

Investment
PITTWAY CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11 (In Part): Contingencies and Commitments
The Company has committed to invest up to a total of $24
m illion for various ventures, including $13 m illion over a
two-year period to purchase an equity interest in a satellite
broadcasting company.

Hedge contracts:
Foreign currency.....................
Interest rate...........................
Commodity...........................
Guarantees:
Debt....................................
Lease payments.....................
Contract performance..............
Support agreements................
Other....................................
Letters of credit........................
Sale of receivables
with recourse........................

254
230
56

228
210
47

201
185
34

192
142
33

103
39
30
18
19
167

106
39
25
23
21
150

119
39
24
30
23
164

110
34
18
34
18
98

56

70

73

76

FINANCIAL INSTRUMENTS
Effective for fiscal years ending after June 15,1990, State
m ent o f F inancial Accounting Standards No. 105 sets forth
disclosure requirements for financial instrum ents with
off-balance sheet risk or concentrations of credit risk.
Table 1-13 lists the various off-balance-sheet financial
instrum ents disclosed in the 1993 financial statements of
the survey companies. 258 survey companies disclosed
concentrations of credit risk.
Effective for fiscal years ending after December 15,1992,
Statem ent o f Financial Accounting Standards No. 107
requires entities with total assets exceeding $150 m illion
to disclose the fair value of financial instruments recognized
and not recognized in the balance sheet. For entities with
total assets less than $150 m illion, the requirements of
SFAS No. 107 are effective for fiscal years ending after
December 1 5 ,1995.
Approximately 30% of the survey companies disclosed
fair value information for interest rate hedge contracts and/or
foreign currency hedge contracts. The bases commonly
used to estimate fair value for interest rate hedge contracts
were market quotes, broker quotes, and estimated term i
nation value. The bases commonly used to estimate fair
value for foreign currency hedge contracts were market or
broker quotes or the carrying amount of the contract
approximated its fair value. For other types of off-balancesheet financial instrum ents such as com m odity hedge
contracts, financial guarantees, commitments to make
loans, and receivables sold with recourse only a very few
survey companies disclosed fair value inform ation. With
regard to financial instrum ents recognized in the balance
sheet, the assets and liabilities for which the survey
companies most frequently disclosed fair value information
included cash equivalents, short-term investments and
receivables, long-term investm ents and receivables,
and debt.
Examples of fair value disclosures follow.
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FINANCIAL INSTRUMENTS WITH
OFF-BALANCE-SHEET RISK

The carrying amounts of the Corporation’s financial
instrum ents generally approximate their fair values at
December 31, except as follows:

Interest Rate Hedges
(Millions of dollars)
AM ERADA HESS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. F inancial Instrum ents and Hedging A ctivities
At December 3 1 ,1993, the Corporation has $444,500,000
of notional value interest rate conversion agreements with
a weighted average m aturity of two years, $511,900,000 of
notional value over-the-counter contracts (principally
petroleum options) maturing in 1994, $35,000,000 of notional
value foreign currency exchange contracts maturing in 1994
and $89,000,000 in letters of credit outstanding. Notional
amounts do not quantify risk or represent assets or liabilities
of the Corporation, but are used in the calculation of cash
settlem ents under the contracts. These fin a n c ia l
instruments are with major financial institutions and, along
with cash and cash equivalents and accounts receivable,
expose the Corporation to market and credit risks and
may at tim es be concentrated with certain counterparties
or groups of counterparties. The credit worthiness of
counterparties is subject to continuing review and full
perform ance is anticipated. Interest rate conversion
agreements and foreign currency exchange contracts
protect the Corporation from fluctuations in interest and
exchange rates. The over-the-counter contracts, the majority
of which are offsetting, are part of the Corporation’s
production hedging activities and provide partial protection
against price changes.
The Corporation values the financial instrum ents as
required by FAS No. 107, Disclosures about Fair Values of
Financial Instruments. The carrying amounts of cash and
cash equivalents, short-term debt and long-term variablerate debt approxim ate fa ir value. The C orporation
estimates the fair value of its long-term, fixed-rate debt
generally using discounted cash flow analysis based on
the Corporation’s current borrowing rates for sim ilar types
of debt. Interest rate conversion agreements and foreign
currency exchange contracts are valued based on current
term ination values or quoted market prices of comparable
contracts. The Corporation’s valuation of over-the-counter
contracts considers tim e value, volatility of the underlying
com m odities and other factors.

Long-term, fixed-rate debt
Petroleum option contracts
Interest rate conversion
agreements
Foreign currency exchange
agreements

1993
Carrying
Fair
Amount
Value
$1,321 $1,446
—
10
—

—

(19)
(3)

1992
Carrying
Fair
Amount
Value
$1,375 $1,465
—

—

—

(32)

—

(28)

The Corporation also used futures, forward, option and
swap contracts to reduce price volatility of crude oil,
natural gas and refined products. These contracts perm it
settlem ent by delivery of com m odities and, therefore, are
not financial instruments, as defined. The Corporation
used these contracts and the financial instrum ents
discussed above in its hedging activities. At December 31,
1993, the Corporation’s hedging activities had contracts
maturing through 1994 covering 62,000,000 barrels of
crude oil and refined products and 137,000,000 Mcf
of natural gas. At December 31, 1992, 38,000,000 barrels
of crude oil and refined products and 73,700,000 Mcf of
natural gas were hedged with contracts maturing in 1993.
The Corporation produced 78,600,000 barrels of crude oil
(including natural gas liquids) and 323,900,000 Mcf of
natural gas in 1993 and had approxim ately 40,000,000
barrels of crude oil and petroleum products in its refining
and marketing inventories at December 31, 1993. Since
these contracts qualify as hedges and correlate to price
movements of inventory and crude oil and natural gas
production, any gains or losses resulting from market
changes w ill be offset by losses or gains on the Corpora
tion’s hedged inventory or production. Total unrealized
gains for the Corporation’s petroleum and natural gas
hedging activities were approximately $126,000,000 at
December 31, 1993 ($45,000,000 at December 31, 1992).
ASHLAND OIL, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note K— Financial Instrum ents
Ashland participates in the financial derivatives markets
to manage its exposure to interest rate fluctations. At
September 3 0 , 1993, Ashland has interest rate swaps with
a notional amount of $380,000,000, which it uses to
convert fixed rates on its 8.80% debentures and certain
medium-term notes to variable rates based on 3-month or
6-month London Interbank Offered Rates. Ashland is
currently receiving a weighted average fixed interest rate
of 5.9% and paying a weighted average variable interest
rate of 3.4%, calculated on the notional amount. The
weighted average remaining duration of the swaps is
approximately four years. Net receipts or payments under
the agreements are recognized as an adjustm ent to
interest expense. Ashland is exposed to credit losses in
the event of counterparty nonperformance, but does not
anticipate any such losses.

Financial Instruments

The following methods were used in estim ating fair
value disclosures for significant financial instruments.
Cash equivalents approximate their carrying amount due
to the short duration of those investments. Investments of
captive insurance companies are based on quoted market
prices plus accrued interest. Short-term debt approxi
mates its carrying amount. Long-term debt is based on
quoted market prices or, if market prices are not available,
the present value of the underlying cash flows discounted
at Ashland’s incremental borrowing rates. Interest rate
swaps are based on the difference in the present value of
fixed rate future receipts and variable rate future payments.
The carrying amounts and fair values of Ashland’s signifi
cant financial instrum ents at September 3 0 , 1993, follow.

(In thousands)
Cash and cash equivalents
Investments of captive
insurance companies
Short-term debt
Long-term debt
(including current portion)
Interest rate swaps

Carrying
Amount
$ 40,984

$

Fair
Value
40,984

184,689
76,500

197,545
76,500

1,480,511

1,712,524
21,752

—

BAUSCH & LOMB INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16. Financial Instrum ents and O ff-Balance-Sheet R isk

Financial instrum ents consisted of the following:
December 25,1993
Carrying
Fair
Amount
Value

December 26,1992
Carrying
Fair
Amount
Value

(Dollars in thousands)
Cash and cash
equivalents
Short-term
investments
Foreign
exchange
instruments:
Other current
assets
Accrued
liabilities

$ 513,241 $513,241

$381,364 $381,364

$ 32,795 $ 32,795

$ 35,409 $ 35,409

$ 18,911 $

$

_
(51,084)
$ (32,173) $ (20,400)

Long-term debt,
including
current portion $(342,888) $(357,178)
Interest rate
instruments
$ 1,919 $ 3,067

$

_
$

(7,994) $ (27,600)

$(288,397) $(295,742)
$

62 $

744
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Cash, Cash Equivalents, and Short-Term Investments
The carrying amount of cash, cash equivalents, and short
term investments approximates fair value because their
m aturity is generally less than one year in duration. The
Company places its tem porary cash investments with
financial institutions and lim its the amount of credit
exposure with any one financial institution. The Company
actively evaluates the creditworthiness of the financial
institutions with which it invests.
Foreign Exchange Instruments
The Company enters into forward exchange and options
contracts to hedge foreign currency transactions on a
continuing basis for periods consistent with its commited
exposures. This hedging minimizes the impact of foreign
exchange rate movements on the Company’s operating
results. The Company’s foreign exchange contracts do not
subject the Company’s results of operations to risk due to
exchange rate movements because gains and losses on
these contracts generally offset losses and gains on the
assets and liabilities being hedged. The Company also
hedges certain firm com m itm ents and anticipatory
transactions. Gains and losses on these positions are
deferred and included in the basis of the transaction when
it is completed. As a matter of policy, the Company does not
hedge to protect the translated results of foreign operations
or other econom ic exposures for which speculative
accounting treatm ent of the hedging instrum ents would
be required, nor does it engage in currency speculation.
As of December 25, 1993, the Company had approxi
mately $888,000,000 of outstanding foreign exchange
contracts in which foreign currencies were purchased, and
approximately $328,000,000 in which foreign currencies
were sold. The respective amounts as of December 26,
1992 were $658,000,000 and $283,000,000. At year-end
1993, approximately 49% or $591,000,000 of outstanding
foreign exchange contracts served to hedge assets and
liabilities, approximately 4% or $49,000,000 hedged firm
purchase com m itm ents, and approxim ately 47% or
$576,000,000 hedged net investments in foreign subsidi
aries. The forward exchange contracts have varying
m aturities with none exceeding twenty-four months. The
Company makes net settlem ents for foreign exchange
contracts at maturity, based on rates agreed to at inception
of the contracts. The Company had no foreign currency
option contracts outstanding as of December 25, 1993
and December 26, 1992.
In accordance with accounting standards, the Company
recognized in its results of operations the am ortization of
forward premium or discount of the foreign currencies
traded over the forward exchange contract term. For 1993,
the am ortization of such prem ium s and discounts
resulted in income of approximately $24,300,000, most of
which was attributable to Irish pound contracts. Such
premiums and discounts are substantially the results of
interest rate differentials in the countries of the currencies
being traded.
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Carrying value as presented in the table does not reflect
unrecognized net premium income totaling $9,968,000
and $18,637,000 at December 1993 and 1992, respectively.
After considering these amounts, outstanding forward
exchange contracts were in a net unrealized negative
cash flow position of approxim ately $22,205,000 at
December 1993 and a net unrealized positive cash flow
position of approximately $10,643,000 at December 1992.
This net position is highly sensitive to changes in foreign
exchange rates. As noted earlier, the Company staggers
the m aturities of the forward exchange contracts to
m itigate the impact of contract settlem ents on cash flow in
any given period. The periodic cash inflows or out
flows from m aturing forward exchange contracts impact
the Company’s short-term debt position, but are not
of sufficient m agnitude to jeopardize the Company’s
ability to adequately fund operations or other business
opportunities.
The estimate of fair value for these foreign exchange
contracts was determined based upon a model which
compares the face value of these items using contract
rates at inception and estimated market rates at year-end.
Interest Rate Instruments
The Company enters into interest rate swap agreements
to exchange fixed and variable rate interest payment obli
gations w ithout the exchange of the underlying principal
amounts in order to manage interest rate exposures in a
manner consistent with the Company’s policy. These
agreements have been used to adjust interest on certain
fixed and variable rate obligations. Net payments or
receipts under the agreements are recorded as adjust
ments to interest expense. The Company also enters
into interest rate swap-option agreem ents, wherein
the purchaser of the option retains the right, but not
the obligation, to commence the underlying swap at
some specified later date. The Company has sold such
swap-options in order to reduce its interest rate obliga
tions under existing swap agreements and to manage
fu tu re in te re st rate exposures. In a ll cases, the
swap-option agreements are related to specific portions of
the Company’s debt and other obligations, and are of
notional amounts and m aturities that are consistent with
such commitments.
As of December 25, 1993, the Company had swap
agreem ents outstanding w ith an aggregate notional
amount of $687,000,000. Of this amount, $380,000,000 is
associated with distributions from W ilm ington Partners
L.P., $242,000,000 is associated with public short- and
long-term debt placed by the Company, and $65,000,000
is associated with a future seven-year lease commitment
for an office facility, the construction of which commenced
in 1993. Also as of December 2 5 , 1993, the Company had
outstanding swap-option agreements with an aggregate
notional amount of $157,000,000. These agreements are
associated with public short- and long-term debt placed
by the Company.

As of December 2 5 ,1993, the Company further had out
standing an interest rate cap on variable rate obligations,
which protects the Company from rising interest rates.
This cap is associated with the Company’s future lease
obligation for an office facility, and has a notional amount
of $65,000,000.
Under the interest rate environment existing as of
December 25, 1993, the net fair value of the Company’s
swap agreements was a gain of approximately $1,400,000,
and the net fair value of the Company’s swap-option
agreements was a loss of approximately $4,600,000. The
interest rate cap agreement had a fair value reflecting a
gain of approximately $100,000 as of December 2 5 , 1993.
Consistent with accounting standards, the Company
amortizes premium income or expense incurred by buying
or selling swap-options over the life of the agreements.
This premium income or expense is included in the
Company’s results of operations. For the fiscal year 1993,
the Company recognized approxim ately $700,000 of
income related to these items.
Long-Term Debt
Fair value is estimated based on either quoted market
prices for the same or sim ilar issues or the current rates
offered to the Company for debt with the same remaining
m aturities.
Commitments
The Company has entered into an agreement with an
unaffiliated third party to act as agent for construction of
an office facility and has guaranteed its com pletion. Upon
com pletion, the Company w ill enter into a seven-year
operating lease with annual rent payments estimated to
be $5,100,000 and a residual value guarantee in an
amount not to exceed $54,600,000.
Concentrations of Credit Risk
Other financial instrum ents which potentially subject the
Company to concentrations of credit risk consist prin
cipally of trade receivables.
Concentrations of credit risk with respect to trade
receivables are lim ited due to the large number of
customers com prising the Company’s customer base,
and their dispersion across different businesses and
geographic regions. As of December 25, 1993 and
December 26, 1992, the Company had no significant
concentrations of credit risk.

Financial Instruments

W.R. GRACE & CO. (DEC)

THE CLOROX COMPANY (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. Long-Term Debt

1993

1992

(In thousands)

Less: current maturities
Long-term debt

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per share am ounts)
1 (In Part): Summary o f S ignificant Accounting and
Financial R eporting Policies

The principal components are:

8.8% Non-callable notes due August 1,
2001, includes net unamortized premium
of $278 and $312, respectively
Other debt
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$200,278
4,203
204,481
481
$204,000

$200,312
3,468
203,780
153
$203,627

The Pine-Sol and Com bat acquisition described in Note 3
was funded with cash and $370,000,000 in debt initially
placed through a $400,000,000 revolving credit facility
with a syndication of banks. Subsequent to the initial
funding, this credit facility has been used as support for
commercial paper issued to replace the bank borrowings.
One-half of this credit facility expired on July 3 1 ,1991, and
$200,000,000 of com m erical paper borrowings were
replaced with 8.8 percent non-callable notes. The fair
value of such notes at June 30, 1993 was approximately
$234,000,000 based on quoted market prices for the same
or sim ilar debt. The other one-half of the facility expires on
July 3 1 , 1995. The facility agreement includes covenants
which lim it the amount of future indebtedness and require
maintenance of a minimum net worth of $550,000,000. in
addition, the Company has $150,000,000 in committed
bank lines which expire in September 1993.
At June 3 0 , 1993, the Company had $315,059,000 of its
credit facility and committed bank lines available for bor
rowing or for the support of additional commercial paper
issuance.
At June 30, 1993, the Company had an outstanding
interest rate swap agreement under which the Company
receives a fixed rate of 6.81 percent on a notional amount
of $50,000,000 and pays a floating rate based on LIBOR,
as determined in 6-month intervals through October 16,
2001. The transaction effectively changes a portion of the
Company’s interest rate exposure from a fixed rate to a
floating rate. The fair value of this agreement at June 30,
1993 was an unrealized gain of approximately $3,500,000
based on market prices for sim ilar instruments.

Financial Instruments
Grace enters into interest rate swaps, options and caps,
and foreign currency contracts to manage exposure to
fluctuations in interest and foreign currency exchange rates.
The differentials paid or received on interest rate agree
ments are accrued and recognized as adjustments to
interest expense; gains and losses realized upon settle
ment of these agreements are deferred and amortized to
interest expense over a period relevant to the agreement
if the underlying hedged instrum ent remains outstanding,
or immediately if the underlying hedged instrum ent Is
settled. Premiums paid on caps are amortized to interest
expense over the term of the cap.
Gains and losses on foreign currency contracts offset
gains and losses resulting from the underlying trans
actions. Gains and losses on contracts that hedge
specific foreign currency commitments are deferred and
recognized in net income in the period in which the trans
action is consummated. Gains and losses on contracts
that hedge net investments in foreign subsidiaries are
recognized in the cum ulative translation adjustments
account in shareholders’ equity.
10. Financial Instrum ents

Interest Rate Swaps
Grace enters into interest rate hedge agreements to
manage interest costs and risks associated with changing
interest rates; most of these agreements effectively
convert underlying fixed-rate debt into variable-rate debt
based on LIBOR. At December 31, 1993 and 1992, the
notional principal amount of these agreements totalled
$1,250.0 and $1,035.0, respectively. At December 31 ,1993,
Grace would have been required to pay $25.8 to settle
these agreements, representing the excess of carrying
value over fair value, based on estimates received from
financial institutions. The fair value at December 3 1 ,1992
was not material. Due to previously settled agreements,
Grace has unamortized gains of $56.3 and $4.9 as of
December 31, 1993 and 1992, respectively, which are
reflected as adjustm ents to interest expense over
appropriate periods relevant to the respective financial
Instruments.
Foreign Currency Contracts
Grace enters into a variety of short-term currency swaps,
foreign exchange contracts and options to manage its
exposure to fluctuations in foreign currency exchange
rates. These contracts generally involve the exchange of
one currency for another at a future date. At December 31,
1993, Grace had a notional principal amount of approxi
mately $34.9 in contracts to buy or sell foreign currency in
the future. The carrying value at December 31, 1993 and
1992, which approximated fair value based on exchange
rates at December 3 1 ,1993 and 1992, was not significant.
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Other Financial Instruments
At December 31, 1993 and 1992, the carrying value of
financial instruments such as cash, short-term investments,
trade receivables and payables and short-term debt
approximated their fair values, based on the short-term
m aturities of these instruments. Additionally, the carrying
value of both long-term investments and receivables
approximated fair values. Fair value is determined based
on expected future cash flows, discounted at market
interest rates, and other appropriate valuation methodolo
gies. At December 31, 1993 and 1992, the fair value of
long-term debt was $1,216.4 and $1,400.9, respectively.
Both periods include approximately $510.0 of borrowings
supported by the revolver agreement, for which the carry
ing value approximated fair value. The fair value of debt is
determined by obtaining quotes from financial institutions.
Exposure to market risk on interest rate and foreign
currency contracts results from fluctuations in floating rate
indices and currency rates, respectively, during the
periods in which the contracts are outstanding. The coun
terparties to Grace’s interest rate hedge agreements and
currency exchange contracts consist of a diversified
group of major financial institutions. Grace is exposed to
credit risk to the extent of nonperformance by these
counterparties; however, management believes the risk of
incurring losses due to credit risk is remote. The notional
amount of the instrum ents discussed above reflected the
extent of involvement in the instruments, but did not
represent its exposure to market risk. Considerable
judgm ent is required to develop the estimates of fair
value; thus, the estimates provided above are not neces
sarily indicative of the amounts that could be realized in a
current market exchange.

HERCULES INCORPORATED (DEC)
NOTES TO FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share)
20. Financial Instrum ents
At December 31, 1993 and 1992, the company had out
standing forward exchange contracts to purchase foreign
currencies aggregating $24,251 and $29,292 and to sell
foreign currencies aggregating $271,869 and $176,125,
respectively. Non-U.S. dollar cross-currency trades
aggregated $258,530 and $82,108, respectively. The forward
exchange contracts mature during 1994. Currency swap
agreements outstanding at December 3 1 ,1992 had a U.S.
dollar equivalent face amount of $105,800. No currency
swap agreements were outstanding at December 3 1 ,1993.

In April 1992, the company entered Into a three-year
am ortizing interest rate swap agreement whereby 5.52%
per annum fixed-rate debt has been effectively converted
to floating-rate debt. Beginning in March 1993, the
company entered into another agreement effectively
converting floating-rate debt into debt w ith a fixed rate of
7.52% per annum. For the years 1993 and 1992, these
contracts resulted in reductions in the effective interest
rate of .7% and 2.0% per annum, respectively, on the
weighted average notional principal amounts outstand
ing. The aggregate notional principal amounts at the end
of the corresponding periods w ere $150,000 and
$200,000, respectively. These agreem ents m ature
through 1996.
Counterparties to the forward exchange, currency swap
and interest rate swap contracts are major financial insti
tutions. Credit loss from counterparty nonperformance is
not anticipated.
The fair value of the company’s financial instrum ents is
estimated using bank or market quotes or discounted
cash flows using year-end foreign exchange and interest
rates. The estimated fair values of foreign exchange
contracts at December 3 1 ,1993 and 1992 were net assets
(liabilities) of ($975) and $400, respectively, and interest
rate swap contracts were ($1,335) and $350 for the cor
responding periods. The fair value of currency swap
agreements at December 3 1 , 1992 was $7,160.
ITT CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
(D ollar amounts are in m illions unless otherwise stated)
D ebt (In Part)
The Corporation enters into interest rate swap agree
m ents w ith m ajor fin a n cia l in stitu tio n s to m anage
exposure from fluctuations in interest rates. Interest
expense is adjusted with changes of the interest rate and
any credit risk is considered remote. At December 31,
1993 and 1992, interest rates were effectively converted
on the following notional principal amounts;

Variable-rate into fixed-rate obligations
Fixed-rate into variable-rate obligations
Variable-rate into a different
variable-rate index

1993
$872
$595

1992
$1,286
$ 600

Latest
Maturity
1999
1999

$435

$ 225

1998

The estimated fair value of these interest rate swap agree
ments at December 31, 1993 and 1992 amount to net
payable of $25 and $32 over recorded amounts. The fair
value of interest rate swaps is the estimated amount that
the Corporation would receive or pay to term inate the
swap agreements at December 3 1 ,1993 and 1992, taking
into account current interest rates.
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Insurance and Finance Investm ents (In Part)
The Corporation manages its exposure to market price
and/or interest rate fluctuations on certain of its planned
investment purchases or existing investments by entering
into interest rate cap or swap agreements as well as
exchange-traded financial futures and other contracts
with major financial institutions. At December 31, 1993
and 1992, respectively, the notional amounts of invest
ments under interest rate swap agreements were $4,120
and $4,200, interest rate cap agreements were $1,685 and
$1,357 and futures and other contracts were $3,302 and
$1,237. The fair value of these instruments, together with
other sim ilar financial instruments, at December 3 1 ,1993
and 1992 approximates the recorded amounts. The esti
mated fair value is the present value of the cash flows that
would result from the agreements being replaced at the
year-end market rate for the remaining term of the agree
ments. These agreem ents m ature at varying dates
through 2003. Any credit risk is considered remote.

INTERNATIONAL BUSINESS MACHINES
CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
X. Financial Instrum ents
In assessing the fair value of financial instruments, at
December 31, 1993, the company has used a variety of
methods and assumptions, which were based on estimates
of market conditions and risks existing at that time. For
certain instruments, including cash and cash equivalents,
non-trade accounts payable and accruals, and short-term
debt, it was assumed that the carrying amount approxi
mated fair value for the m ajority of these instruments
because of their short maturity. Quoted market prices or
dealer quotes for the same or sim ilar instrum ent were
used for the m ajority of marketable securities, long-term
investments and long-term debt. Other techniques, such
as option pricing models, estimated discounted value of
future cash flows, replacement cost, and term ination cost,
have been used to determine fair value for the remaining
financial instruments. These values merely represent a
general approximation of possible value and may never
actually be realized.
The estimated fair values of the company’s financial
instruments, both on and off the balance sheet, are sum
marized on the following page.

(Dollars in millions)
Cash and cash equivalents
Marketable securities
Non-trade receivables and loans
Long-term investments
Non-trade accounts payable and accruals
Short-term debt
Long-term debt
Forward exchange contracts
Options contracts
Interest rate currency swap agreements
Financial guarantees

At December 31,1993
Carrying
Estimated
Amount
Fair Value
$ 5,861
$ 5,861
1,272
1,272
4,153
4,120
178
179
(2,889)
(3,027)
(12,096)
(12,097)
(15,840)
(15,245)
2
(45)
43
36
(147)
(37)
(749)
—

Some of the foregoing financial instrum ents have offbalance-sheet risk. In the normal course of business, the
company enters into a variety of forward contracts,
options, and swaps in order to lim it its exposure to loss
resulting from adverse fluctuations in foreign currency
exchange and interest rates.
The Company receives significant dividends and
intracompany royalties from its non-U.S. subsidiaries.
Due to the volatility of the currency markets, it is prudent
to employ the use of financial hedging instrum ents to
minimize the company’s potential exposure on these
cash flows.
In addition, in order to raise funds on a more costeffective basis, the company centrally borrows to meet the
consolidated financing requirements of its subsidiaries.
The central financing facility in turn provides local currency
denominated debt to the individual subsidiaries via
currency and interest rate swap agreements.
These instruments are executed with credit-worthy
financial institutions, and virtually all foreign currency
contracts are denominated in currencies of major indus
trial countries. Gains and losses on these contracts serve
as hedges in that they offset fluctuations that would other
wise im pact the com pany’s financial results. Costs
associated with entering into such contracts are generally
amortized over the life of the instrum ents and are not
material to the company’s financial results.
In assessing financial instrum ents with off-balancesheet risk, the following summary of contract or notional
(face) amounts outstanding at year-end provides an
indication of the extent of the company’s involvement in
such instruments. The company does not anticipate any
material adverse effect on Its financial position resulting
from it Involvement in these instruments, nor does it antici
pate non-performance by any of its counterparties.

(Dollars in millions)

1993
Forward exchange contracts
$ 320
Option contracts
538
Interest rate and currency swap agreements 17,244

$

1992
490
1,914
13,690
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The company does not have any significant concentra
tions of credit risk.
IBM has guaranteed certain loans and commitments of
various ventures to which it is a party. Additionally, the
company is contingently liable for certain receivables sold
with recourse. These commitments, which in the aggregate
are approximately $2 billion, are not expected to have a
material adverse effect on the company’s financial results.

THE MEAD CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
F. Financial Instrum ents
The company uses various financial instrum ents with offbalance-sheet market risk to manage its interest rate and
foreign currency exchange rate risks. The risk of loss to
the company in the event of nonperformance by any party
under these agreements is not significant.
Option and swap agreements require payments to be
calculated based upon a notional principal amount. Fair
values of these contracts are estimated by obtaining
quotes from brokers.
Options are written as an element of an overall strategy
to manage specific interest rate or foreign exchange rate
risk and are generally combined with purchased options.
For w ritten options, the company receives a premium at
the outset and then bears the market risk of an unfavora
ble change in the value of the financial instrum ent under
lying the options. Based upon the estimated fair values at
December 3 1 ,1993, had the company entered Into these
foreign currency option contracts on that date it would
have received $.2 m illion for writing the options and would
have paid $2.5 m illion to enter into the purchased option
contracts.
Included in written interest rate options are options
w ritten by the company which would allow holders to enter
into interest rate swap agreements with the company. If
the com pany had entered into interest rate option
contracts with sim ilar term s on December 31, 1993, the
company would have received $8.3 m illion on the w ritten
option contracts and would have paid $1.2 m illion for the
purchased interest rate option contracts.
Interest rate swap agreements allow counterparties to
exchange interest cash flows on a specified amount of
debt for a specified period. The company is exposed to
market risk due to the possibility of exchanging a lower
interest rate for a higher Interest rate. At December 31,
1993, the company would have received $.7 m illion to
enter into contracts w ith sim ilar terms.

The forward foreign currency and interest rate forward
contracts (which are carried at market) reduce the com
pany’s risk due to exchange and interest rate movement
because gains and losses on these contracts generally
offset losses and gains on the assets, liabilities and trans
actions being hedged. The fair values of foreign currency
forw ard contracts are estim ated using quotes from
brokers and a m atrix pricing model. The fair value
amounts for forward foreign exchange and interest rate
contracts in the following table represent the principal to
be exchanged if the existing contracts had been settled
at year-end.
Selected inform ation related to the com pany’s financial
instrum ents described above is as follows:

(All dollar amounts in millions)
Foreign currency options:
Written
Purchased
Interest rate options:
Written
Purchased (caps)
Interest rate swaps
Forward foreign exchange
contracts:
Dollar purchases
Dollar sales

(All dollar amounts in millions)
Foreign currency options:
Written
Purchased
Interest rate options:
Written
Purchased (caps)
Interest rate swaps
Forward foreign exchange
contracts:
Dollar purchases
Dollar sales
Forward interest rate contracts

December 31,1993
Net
Contract
Fair Unrecognized or Notional
Amount
Gain (Loss)
Value
$ 36.2
56.5

$ (.2)
2.5

$ (.2)
2.5

(8.3)
1.2
(.7)

(4.1)
(2.4)

175.0
400.0
375.0

80.1
35.0

(.3)
.4

79.8
34.6

—

December 31,1992
Contract
Net
Fair Unrecognized or Notional
Amount
Gain (Loss)
Value
$(1.8)
5.4

$(1.8)
5.4

(2.0)
1.5
(.2)

(4.4)
(.8)

82.9
58.6
43.5

—

2.6
(1.2)

$ 69.4
125.2
115.0
450.0
215.0
85.8
59.8
43.5
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RAYCHEM CORPORATION (JUN)
NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Financial Instrum ents

Forward Foreign Exchange Contracts
The company enters into forward foreign exchange
contracts to hedge certain foreign currency denominated
receivables and payables. The related gain and losses on
these contracts are included in “ other expense, net,” as
they arise.
The company also enters into forward foreign exchange
contracts to hedge a portion of its foreign equity. The
gains and losses on these contracts are included in
“ stockholders’ equity.”
Forward foreign exchange contracts at June 30, 1993,
generally have m aturities of less than six months and
relate prim arily to major Western currencies. Counterpar
ties to the transactions are typically large international
financial institutions. At June 3 0 , 1993, the company had
approximately $366 m illion in forward foreign exchange
contracts outstanding.
Interest Rate Swap Agreement
On December 8 , 1992, the company entered into a threeyear interest rate swap agreement involving the exchange
of fixed and floating interest payment obligations without
the exchange of the underlying principal amounts. At
June 3 0 , 1993, the total notional principal amount of this
Interest rate swap agreement was $100 m illion. The coun
terparty to this agreement is a large international financial
institution. The interest rate swap agreement subjects the
company to financial risk that w ill vary during the life of
this agreement in relation to market interest rates.
Concentrations of Credit Risk
Financial Instruments which potentially subject the com
pany to significant concentrations of credit risk consist
prim arily of cash and trade accounts receivable.
The company m aintains cash and cash equivalents and
certain other financial instrum ents with various financial
institutions. These financial institutions are located
throughout the world, and the com pany’s policy is
designed to lim it exposure to any one institution. The
company’s periodic evaluations of the relative credit
standing of these financial institutions are considered in
the company’s investment strategy.
Concentrations of credit risk with respect to trade
accounts receivable are lim ited due to the large number of
entities com prising the company’s custom er base and
their dispersion across many different industries and
countries. As of June 30, 1993, the company had no
significant concentrations of credit risk.

D isclosure about Fair Value o f Financial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instrument:

Cash and Cash Equivalents
The carrying amount approximates fair value.
Notes Payable to Banks
The carrying amounts of notes payable to banks, which
represent short-term borrowings at market rates and cash
overdrafts, approximate their fair value.
Long-Term Debt
The fair value of the Company’s long-term debt is esti
mated using discounted cash flow analysis, based on the
incremental borrowing rates currently available to the
company for bank loans w ith sim ilar term s and maturity.
Forward Foreign Exchange Contracts
The fair values of forward foreign exchange contracts,
which approximate their carrying amount, are estimated
based on quoted market prices of comparable contracts.
Interest Rate Swap
The fair value of the interest rate swap is based on its
quoted market price as provided by the financial institu
tion which is the counterparty to the swap.
The estimated fair values of the company’s financial
instrum ents are as follows:

June 30,1993

Carrying
Amount
of Asset/
(Liability)

Fair
Value
of Asset/
(Liability)

(In thousands)
Cash and cash equivalents
Notes payable to banks
Long-term debt, including current
maturities and accrued interest
of $6,685
Forward foreign exchange contracts
Interest rate swap

$133,946
(38,557)

$133,946
(38,557)

(243, 690)
(5,659)
139

(265,039)
(5,659)
3,298

TEKTRONIX, INC. (MAY)
NOTES TO FINANCIAL STATEMENTS
Financial Instrum ents

Off-Balance Sheet Financial Instruments; Risk and
Fair Values
The Company uses various off-balance sheet instrum ents
to reduce its exposure to financial market risk caused by
currency and interest rate fluctuations. At May 29, 1993,
market risk was not expected to have a material adverse
effect on the consolidated position of the Company.
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At the end of 1993 and 1992, the Company had forward
foreign exchange contracts outstanding of $53.0 m illion
and $135.8 m illion, respectively. These contracts have
m aturities that generally do not exceed one year and
require the Company to exchange foreign currencies for
U.S. dollars at maturity. The fair value of these foreign
exchange contracts is the amount the Company would
receive or pay to term inate the contracts. This amount is
calculated using quoted market rates. At May 2 9 ,1993, the
fair market value of these contracts was a net payable of
$3.0 m illion.
In 1992, the Company entered into an interest rate swap
agreement, having a notional principal amount of $75.0
m illion, that matures in 1995. Under this agreement, the
Company makes fixed rate payments and receives floating
rate payments in return. The fair value of this interest rate
swap is the amount the Company would receive or pay to
term inate the swap agreement. This amount is calculated
using inform ation provided by outside quotation services,
taking into account current interest rates and the creditworthiness of the swap counterparty. At May 2 9 , 1993, the
fair value was estimated to be a net payable of $4.7 m illion.
In the event that a counterparty fails to meet the terms
of a foreign exchange contract or the interest rate swap
agreement, the Company’s exposure is lim ited to the
currency rate or interest rate differential. The Company
has executed these contracts with many creditworthy
financial institutions and considers the risk of nonperfor
mance to be remote.
Balance Sheet Financial Instruments: Fair Values
The carrying am ount reported in the consolidated
balance sheets for cash and cash equivalents, accounts
receivable, accounts payable and short-term debt approx
imates fair value because of the immediate or short-term
m aturity of these financial instruments. The carrying
amount reported for long-term debt approximates fair
value because the underlying instrum ent is a variable rate
note that reprices frequently.
The fair values of fixed rate notes receivable are
estimated by discounting future cash flows using current
discount rates that reflect the risks associated with sim ilar
types of loans. At May 2 9 , 1993, the estimated fair values
of the Company’s notes receivable approximate the
carrying value.
It is not practicable to estimate the fair value of certain
investments whose net carrying value is $9.9 m illion and
represent stock investments in non-traded companies.
Concentration of Credit Risk
Financial instrum ents which potentially subject the Com
pany to concentrations of credit risk consist principally
of trade accounts receivable. The risk is lim ited due to
the large number of entities com prising the Company’s
customer base and their dispersion across many different
industries and geographies. At May 29, 1993, the Com
pany had no significant concentrations of credit risk.

Foreign Currency Hedges
AIR PRODUCTS AND CHEMICALS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): M ajor Accounting Policies

Fair Value of Financial Instruments
In 1993, the company adopted Statement of Financial
Accounting Standard (SFAS) No. 107, “ Disclosures about
Fair Value of Financial Instruments,’’ which requires
disclosure of fa ir value inform ation about financial
instruments, whether or not recognized in the balance
sheet.
The fair value of the company’s debt, interest rate
hedge agreements, interest rate hedge and currency
swap contracts, currency swaps, foreign exchange
contracts, and foreign currency options is based on
estimates using standard pricing models that take into
account the present value of future cash flows. The fair
value of other investments is based principally on quoted
market prices.
The carrying amounts reported in the balance sheet for
cash and cash items, accrued liabilities, accrued income
taxes, and short-term borrowings approximate fair value
due to the short-term nature of these instruments.
4. Currency Exchange Rate Hedge Agreem ents
The company, in management of its exposure to fluctua
tions in foreign currency exchange rates, has entered into
a variety of currency swaps, foreign exchange contracts,
and options. These agreements generally involve the
exchange of one currency for a second currency at some
future date. Counterparties to these agreements are
major international financial institutions. The risk of loss
associated w ith these agreements and management’s
position regarding possible exposure is comparable to
that for interest rate hedge agreements and interest rate
and currency swap contracts as discussed in Note 3.
As of September 1993 and 1992, the U.S. dollar equiv
alent of foreign currency contracts including offsetting
positions approximated $313.1 m illion and $530.2 m illion,
respectively. These agreements mature through 1996. The
fair value of the agreements outstanding as of 30 Septem
ber 1993 is not significant.
The company is also party to option contracts which,
if exercised, involve the purchase or sale of foreign
currency at a fixed exchange rate for a specified period
of time. These contracts are used to hedge certain antici
pated export sales transactions. As of 30 September 1993
and 1992, the company had outstanding option contracts
totaling $220.8 m illion and $250.0 m illion, respectively.
The net loss deferred on these contracts totaled $1.6
m illion and $3.2 m illion as of 30 September 1993 and
1992, respectively. The gains and losses from these con
tracts, which mature through 1998, w ill be offset by
decreases or increases in the U.S. dollar value of the
export sales being hedged. The fair value of the option
contracts as of 30 September 1993 is $7.8 m illion.

Financial Instruments
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CABOT CORPORATION (SEP)

BECTON, DICKINSON AND COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands o f dollars, except per share am ounts)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): S ignificant Accounting Policies

Note 9— Financial Instrum ents
The carrying values of short-term investments and short
term debt approximate fair values. The fair values of
investm ents in m arketable securities, classified as
non-current, other long-term Investments and long-term
debt were estimated based on redemption values or
quotes obtained from brokers at year-end. The fair values
of forward foreign exchange contracts were estimated
based on quotes obtained from financial institutions.
The estimated fair values of the Company’s financial
instrum ents at September 3 0 , 1993 were as follows:

Assets:
Short-term investments
Investments in marketable
securities (non-current)
Other long-term investments
Liabilities;
Short-term debt
Long-term debt
Forward foreign exchange contracts

Carrying
Amount

Fair
Value

$ 25,753

$ 25,753

123,605
11,113

128,616
13,051

206,763
680,581
9,586

206,922
753,879
8,790

The Company has certain receivables, payables and
short-term borrowings denominated in foreign curren
cies. Hedge contracts are selectively entered into for the
future purchase and sale of foreign currencies, mostly
against the U.S. dollar. In addition, the Company periodi
cally enters into interest rate swaps and other derivatives
to manage its interest rate risk. At September 30 the
stated or notional amounts of the Company’s outstanding
off-balance-sheet financial instrum ents were as follows:
1993

1992

Forward foreign exchange contracts
$512,988 $434,647
Interest rate swaps and other derivatives______ 47,455_______ —
The forward foreign exchange contracts and Interest rate
swaps and other derivatives outstanding at September 30,
1993 and 1992 were denominated principally in European
currencies. The Company’s forward foreign exchange
hedging activities do not create exchange rate risk
because gains and losses on these contracts generally
offset losses and gains on the foreign currency denomi
nated receivables, payables and short-term borrowings.
Forward foreign exchange contracts outstanding at
September 30, 1993 mature between October 1993 and
March 1994. Interest rate swaps and other derivatives out
standing at September 3 0 , 1993 mature between October
1994 and February 1995.

Forward Foreign Currency Exchange Contracts
Forward foreign currency exchange contracts are
purchased to reduce the im pact of foreign currency fluctu
ations on operating results. Realized and unrealized
gains and losses on these contracts are recorded in net
income currently, with the exception of gains and losses
on contracts designed to hedge specific foreign currency
commitments which are deferred and recognized in net
income in the period of the commitment transaction.
Income includes, in Other Charges, foreign exchange
losses of $1,977,000, $3,021,000 and $2,018,000 In 1993,
1992 and 1991, respectively.
M. Financial Instrum ents & C oncentrations o f C redit Risk

Financial Instruments
The Company enters into forward foreign currency
exchange contracts to hedge foreign currency trans
actions on a continuing basis for periods consistent with
its global contractual exposures. The effect of this practice
is to minimize variability in the Company’s operating
results arising from foreign exchange rate movements.
The Company does not engage in foreign currency specu
lation. The Company’s foreign exchange contracts do
not subject the Company to risk due to exchange rate
movements because gains and losses on these contracts
offset losses and gains on the assets, liabilities, and trans
actions being hedged. The Company had $35,137,000 of
foreign exchange contracts outstanding at September 30,
1993. The fair value of such contracts, which was the
replacement value, represented a net unrealized gain of
approxim ately $971,000 as of September 3 0 , 1993, based
on dealer quotes. The forward exchange contracts gener
ally have m aturities which do not exceed six months. See
Note A for inform ation on the Company’s accounting
policy on forward exchange contract gains and losses.
Concentrations of C redit Risk
Financial instrum ents which subject the Company to
concentrations of credit risk consist principally of trade
receivables. International tire manufacturers comprise
a significant portion of the Company’s Carbon Black
custom er base. Carbon Black had trade receivables of
approxim ately $46,233,000 and $50,302,000 from inter
national tire m anufacturers at September 30, 1993 and
1992, respectively. Although the Company’s exposure to
credit risk associated w ith nonpayment by tire manu
facturers is affected by conditions or occurrences within
the tire industry, trade receivables from the international
tire manufacturers were current at September 30, 1993,
and no m anufacturer exceeded 8% of the Company’s
receivables at that date.
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DIGITAL EQUIPMENT CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): S ignificant A ccounting Policies

Translation of Foreign Currencies
For non-U.S. operations, the U.S. dollar is the functional
currency. Monetary assets and liabilities of foreign sub
sidiaries are translated into U.S. dollars at current
exchange rates. Nonmonetary assets such as inventories
and property, plant and equipment are translated at histor
ical rates. Income and expense items are translated at
average exchange rates prevailing during the year, except
that inventories and depreciation charged to operations
are translated at historical rates. Exchange gains and
losses arising from translation are included in current
income.
The Corporation enters into forward foreign exchange
contracts to delay the short-term impact of foreign currency
fluctuations on operations and the asset and liability posi
tions of non-U.S. subsidiaries. The gains and losses on
these contracts are included in income when the operating
revenues and expenses are recognized and, for assets
and liabilities, in the period in which the exchange rates
change. The cash flows related to these gains and losses
are classified in the statement of cash flows, as part of
cash flows from operating activities. See Note I for infor
mation on the Corporation’s other financial instruments.
Note I— O ther Financial Instrum ents

Off-Balance-Sheet Risk
The Corporation enters into forward foreign exchange
contracts to hedge foreign currency transactions on a
continuing basis for periods consistent with its committed
exposures. It does not engage in speculation. The foreign
exchange contracts generally have m aturities which do
not exceed six months. Gains and losses on foreign
exchange contracts offset losses and gains on assets, lia
bilities, and transactions being hedged; therefore, the
Corporation does not anticipate any material adverse
effect due to exchange rate movements over the short
term period covered by these contracts. See Note A for
inform ation on the Corporation’s accounting policy on for
eign exchange contracts.
As of July 3, 1993 and June 27, 1992, the net face
amount of foreign exchange contracts outstanding, sub
stantially all of which were in European currencies, was
$1.1 billion and $1.3 billion, respectively. The fair value of
such contracts which represents the replacement value, is
a net gain of $14,400,000 as of July 3, 1993, based on
dealer quotes.
Concentration of Credit Risk
Financial instrum ents which potentially subject the Cor
poration to concentrations of credit risk consist principally
of tem porary cash investments and trade receivables.
The Corporation places its tem porary cash investments
with high credit qualified financial institutions and, by
policy, lim its the amount of credit exposure to any one
financial institution. Concentrations of credit risk with

respect to trade receivables are lim ited due to the large
number of customers com prising the Corporation’s cus
tom er base, and their dispersion across many different
industries and geographies.
As of July 3, 1993, the Corporation had no significant
concentrations of credit risk.
Fair Value
In fiscal year 1993, the Corporation adopted Statement of
Financial Accounting Standards No. 107— Disclosures
about Fair Value of Financial Instruments. The fair value of
cash equivalents, debt, and foreign exchange contracts is
disclosed in relevant notes to the financial statements. For
all other financial instrum ents, the carrying amount
approximates fair value.

DOW JONES & COMPANY, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies
Forward Exchange Contracts are entered into to insulate
contracted revenue stream s from foreign currency
exchange rate fluctuations. As such, these nonspecula
tive forward exchange contracts are not recorded on the
com pany’s consolidated balance sheet. Also, unrealized
gains and losses on these forward exchange contracts are
deferred and realized upon settlem ent. Accordingly, cash
flows resulting from forward exchange contract settle
ments are classified as cash provided by operations as
are the corresponding cash flows from the revenue
streams being insulated (see Note 16).
Note 16. Fair Value o f Financial Instrum ents
The following inform ation presents the fair value of the
company’s financial instrum ents which are not carried as
such on the com pany’s consolidated balance sheets. The
fair value of these financial instrum ents as of December
3 1 ,1993 and 1992, was determined prim arily by reference
to dealer markets.
(In thousands)
1993
Other Investments
Long-Term Debt
1992
Other Investments
Long-Term Debt

Fair Value

Carrying Amount

$ 65,657
268,650

$ 55,009
261,073

$ 67,210
346,785

$ 61,707
334,718

Nonspeculative forward exchange contracts, which insu
late contracted revenue streams from foreign currency
exchange rate fluctuations, are not recorded on the com
pany’s consolidated balance sheet (see Note 1). The fair
value of the forward exchange contracts at December 31,
1993, was $59,030,000 against a contracted value of
$59,501,000. The fair value as of December 31, 1992, of
forw ard exchange co n tra c ts th e n in e ffe c t w as
$59,344,000 against a contracted value of $59,854,000.
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HARRIS CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Financial Instrum ents
The Corporation had foreign exchange forward and option
contracts with a face value of $195,500,000 at June 30,
1993 and $155,900,000 at June 3 0 , 1992. These financial
instrum ents are used to hedge transactions denominated
in foreign currencies, thereby reducing the risk of
exchange rate fluctuations.
The net carrying amount of foreign exchange contracts,
long-term investments and debt approximates the quoted
fair value of these financial instruments.

HEW LETT-PACKARD COMPANY (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Financial Instrum ents

Off-Balance-Sheet Risk
The company enters into foreign exchange contracts to
hedge against changes in foreign currency exchange
rates. Such exposures are a result of the portion of the
company’s operations as well as assets and liabilities that
are denominated in currencies other than the U.S. dollar.
When the company’s foreign exchange contracts hedge
operational e x p lo re , the effects of movements In currency
exchange rates on these instruments are recognized when
the related revenue and expenses are recognized. When
foreign exchange contracts hedge balance sheet
exposure, such effects are recognized when the exchange
rate changes. Because the im pact of movements in
currency exchange rates on foreign exchange contracts
offsets the related im pact on the underlying items being
hedged, these instrum ents do not subject the company to
risk that would otherwise result from changes in currency
exchange rates. The company had foreign exchange
contracts of $3.0 billion and $2.5 billion outstanding at
October 31, 1993 and 1992, respectively. The foreign
exchange contracts require the company to exchange
foreign currencies for U.S. dollars and generally mature
w ithin six months.
The company enters Into interest rate swap agreements
to manage its exposure to interest rate changes. The trans
actions generally involve the exchange of fixed and floating
interest payment obligations w ithout the exchange of the
underlying principal amounts. At October 31, 1993 and
1992, off-balance-sheet exposures under interest rate
swap agreements were not material.
Concentration of Credit Risk
Financial instrum ents that potentially subject the com
pany to significant concentrations of credit risk consist
principally of cash investm ents and trade accounts
receivable.

The company m aintains cash and cash equivalents,
short- and long-term investments and certain other finan
cial instrum ents with various financial institutions. These
financial institutions are located in many different geogra
phies throughout the world, and company policy Is
designed to lim it exposure with any one institution. As part
of its cash management process, the company performs
periodic evaluations of the relative credit standing of
these financial institutions.
Credit risk with respect to trade accounts receivable is
generally diversified due to the large number of entities
comprising the company’s customer base and their disper
sion across many different industries and geographies.
The company performs ongoing credit evaluations of Its
custom ers’ financial condition, utilizes flooring arrange
ments with third-party financing companies and requires
collateral, such as letters of credit and bank guarantees,
in certain circumstances.
The company sells a significant portion of its products
through third-party distributors and, as a result, maintains
individually significant receivable balances with major
distributors. If the financial condition and operations of
these distributors deteriorate below critical levels, the
company’s operating results could be adversely affected.
The ten largest distributor receivable balances collec
tively represented 9% and 8% of total accounts and notes
receivable at October 3 1 , 1993 and 1992, respectively.
Fair Value of Financial Instruments
For certain of the company’s financial instruments, includ
ing cash and cash equivalents, short-term investments,
accounts and notes receivable, notes payable and short
term borrowings, accounts payable and other accrued
liabilities, the carrying amounts approximate fair value
due to their short m aturities. Long-term floating rate notes
and certificates of deposit are carried at amounts that
approximate fair value. Consequently, such Instruments
are not included in the following table, which provides
inform ation regarding the estimated fair values of other
financial instruments, both on and off the balance sheet,
at October 31:

(In millions)
Long-term stock investments
Long-term debt (including amounts
due within one year)
Foreign exchange contracts,
including options
Interest rate swap agreements

Carrying
Amount
$ 88

1993
Estimated
Fair Value
$106

$687

$712

$ 32
$ -

$ 66
$ 26

For long-term stock investments the estimated fair value is
based on quoted market prices. The estimated fair value
for long-term debt is prim arily based on quoted market
prices, as well as borrowing rates currently available to the
company for bank loans with sim ilar term s and m aturities.
For foreign exchange contracts, including options and
interest rate swaps, the estimated fair value is prim arily
based on quoted market prices for the same or sim ilar
instrum ents, adjusted where necessary for m aturity
differences.

98

Section 1: General

The estimated fair values may not be representative of
actual values of the financial instrum ents that could have
been realized as of year end or that w ill be realized in
the future.
M c D e r m o t t in t e r n a t io n a l , in c . (m a r )
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Foreign Currency Exchange Contracts
The fair values of foreign currency forward exchange
contracts are estimated by obtaining quotes from brokers.
At March 31, 1993, McDermott International had forward
exchange contracts outstanding to purchase and sell for
eign currencies with a net notional value of $194,125,000
and a fair value of $193,409,000.
The estimated fair values of McDermott International’s
financial instrum ents at March 3 1 , 1993 are as follows:

Note 1 (In Part): Summary o f S ignificant Accounting Policies

Forward Exchange Contracts
McDermott International enters into forward exchange
contracts prim arily as hedges relating to identifiable cur
rency positions. These financial instrum ents are designed
to minimize exposure and reduce risk from exchange rate
fluctuations in the regular course of business. Gains and
losses on forward exchange contracts which hedge
exposures on firm foreign currency commitments are
deferred and recognized as adjustments to the bases of
those assets. Gains and losses on forward exchange con
tracts which hedge foreign currency assets or liabilities
are recognized in income as incurred. Such amounts
effectively offset gains and losses on the foreign currency
assets or liabilities that are hedged.
At March 31,1993, McDermott International had forward
exchange contracts to purchase $335,009,000 in foreign
currencies (prim arily Canadian D ollars and B ritish
Pounds), and to sell $140,884,000 in foreign currencies
(prim arily Dutch Guilders, British Pounds, Canadian
Dollars, and Malay Ringgits), at varying m aturities from
1994 through 1998.
Note 15— Fair Values o f Financial Instrum ents
The following methods and assumptions were used by
McDermott International in estim ating its fair value dis
closures for financial instruments:

Cash and Cash Equivalents
The carrying amount reported in the balance sheet for
cash and cash equivalents approximates its fair value.
Investment Securities
The fair values of investments are estimated based on
quoted market prices. For investments for which there are
no quoted market prices, fair values are derived from
available yield curves for investments of sim ilar quality
and terms.
Long and Short-Term Debt
The fair value of McDermott International’s debt instruments
are based on quoted market prices or where quoted prices
are not available, on the present value of cash flows
discounted at estimated borrowing rates for sim ilar debt
instrum ents or on estimated prices based on current
yields for debt issues of sim ilar quality and terms.
Redeemable Preferred Stocks
The fair values of the redeemable preferred stocks of the
Delaware Company are based on quoted market prices.

March 31,1993
Carrying
Fair
Amount
Value
(In thousands)
$139,522
$139,522
666,660
673,241
790,486
860,255

Balance Sheet Instruments
Cash and cash equivalents
Investment securities
Debt excluding capital leases
Subsidiary’s redeemable
preferred stocks

204,482

206,042

M ERCK & CO., INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in m illions except per share am ounts)
3. Financial Instrum ents and Related D isclosures
Summarized below are the carrying amounts and fair
values of the Company’s financial instrum ents at Decem
ber 3 1 ,1993 and 1992. Fair values were estimated based
on market prices, where available, or dealer quotes.

1993
1992
Fair Carrying
fair
Carrying
Value Amounts
Amounts
Value
Assets
Cash and cash
equivalents
Short-term
investments
Long-term
investments
Purchased currency
options
Interest rate swaps
Liabilities
Loans payable
Long-term debt
Written currency
options
Forward exchange
contracts

$ 829.4

$ 829.4

$ 575.1

$ 575.1

712.9

714.4

518.4

519.9

1,779.9

1,908.3

1,415.6

1,512.8

132.1
—

136.2
2.2

120.2
-

132.1
—

1,736.0
1,120.8

1,735.5
1,137.7

825.2
495.7

825.2
518.8

6.4

5.8

3.4

3.4

25.4

25.4

19.6

19.6

Financial instruments

The Company derives a significant portion of its cash
flows from revenues denominated in foreign currencies.
The Company relies on sustained cash flows generated
from these revenues to support its long-term commitment
to U.S. dollar based research and development. To the
extent the dollar value of foreign denominated revenues
is dim inished as a result of a strengthening dollar, the
Company’s ability to fund research and other dollar based
strategic initiatives at a consistent level may be impaired.
To protect against the reduction in value of forecasted
foreign currency cash flows over the Company’s planning
cycle, the Company has instituted a m ulti-year revenue
hedging program to partially hedge this risk. The Company
hedges forecasted revenues denominated in foreign
currencies with purchased currency options. When the
dollar strengthens against foreign currencies, the decline
in the value of future foreign currency cash flows is
partially offset by the recognition of gains in the value of
purchased currency options designated as hedges of
the period. Conversely, when the dollar weakens, the
increase in the value of future foreign currency cash flows
is reduced by the recognition of the premium paid to
acquire the options designated as hedges of the period.
Purchased currency options used to hedge forecasted
revenues currently have m aturities of up to three years.
The fair values of these options at December 31 ,1993 and
1992 were $127.6 m illion and $124.2 m illion, respectively,
which includes deferred gains of $4.7 m illion in 1993 and
$11.9 m illion in 1992.
In addition to hedging forecasted revenues, the Company
hedges certain exposures to foreign currency fluctuations
in net monetary assets and liabilities denominated in
foreign currencies. Forward exchange contracts and
currency options used to hedge net monetary assets and
liabilities also have m aturities of up to three years.
At December 31, 1993 and 1992, the Company had
contracts to exchange foreign currencies, principally the
Japanese yen, French franc, and Deutschemark, for U.S.
dollars as follows:

Purchased currency options
Written currency options
Forward exchange contracts

1993
$1,604.5

122.0
1,751.2

1992
$1,619.9
100.0
1,897.6

99

The Company also hedges exposure to changes in
interest rates on certain of its financial instruments. At
December 31, 1993, the Company had $255.0 m illion of
interest rate swap contracts to convert a portion of its
interest obligations to floating rates. These contracts have
m aturities of up to three years. The Company also had an
$82.0 m illion contract to convert variable rates of return on
certain investments to fixed rates. This contract matures
in three years.
Gains and losses arising from the use of hedging instru
ments are recorded in the income statement concurrently
with losses and gains arising from the underlying hedged
item. Interest differentials paid or received under interest
rate swap contracts are recognized over the life of the
contracts as adjustments to the effective yield of the
underlying financial instruments.
As part of its ongoing control procedures, the Company
monitors concentrations of credit risk associated with
financial institutions with which it conducts business.
Credit risk is minimal as credit exposure lim its are estab
lished to avoid a concentration w ith any single financial
institution. The Company also monitors the credit w orthi
ness of its customers to which it grants credit term s in the
normal course of business. Customers for human health
products and services include drug wholesalers and
retailers, hospitals, clinics, governm ental agencies,
corporations, labor unions, retirem ent systems, insurance
carriers, managed health-care providers such as health
maintenance organizations and other institutions. Cus
tomers for the Company’s animal health/crop protection
products include veterinarians, distributors, wholesalers,
retailers, feed manufacturers, veterinary suppliers and
laboratories. Concentrations of credit risk associated with
these trade receivables are considered minimal due to
the Company’s diverse custom er base. Bad debts have
been minimal. The Company does not norm ally require
collateral or other security to support credit sales.
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SCHERING-PLOUGH CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per share figures)
Financial Instrum ents
The following table presents Information on the Com
pany’s financial instruments:

1993
Carrying Estimated
Amount Fair Value
Assets:
Cash and cash
equivalents
Investments
Foreign currency
put options
Liabilities:
Short-term
borrowings
Long-term debt
Interest rate
swap contracts
Forward exchange
contracts

1992
Carrying Estimated
Amount Fair Value

$ 222
212

$ 222
212

$406
136

$406
136

4

6

8

12

1,076
182

1,076
194

946
184

946
198

6

6

3

3

53

68

55

62

The estimated fair values of investments, short-term bor
rowings and long-term debt were based on the quoted
market prices of these or sim ilar instruments. The esti
mated fair values of foreign currency put options, interest
rate swap contracts and forward exchange contracts were
based upon quotes from brokers.
All investments are available for sale and mature within
12 months of year-end. Investments consist prim arily of
certificates of deposit and m unicipal obligations, and are
carried at amortized cost. Realized gains and losses, based
on the specific identification method, were not material.
On a selective basis, the Company uses derivative
financial instrum ents to hedge against adverse changes
in interest rates and foreign exchange rates. The Company
has also used such instrum ents as a part of its inter
national cash management strategy. The Company is
neither a trader nor a speculator in such instruments.

Certain financial instrum ents, including derivative
financial instruments, expose the holder to credit risk for
non-performance and to market risk for changes in
interest and currency rates. The Company m itigates credit
risk by dealing only with financially sound counterparties.
Accordingly, the Company does not anticipate loss for
non-performance. The Company manages market risk
by lim iting the use of derivatives to hedging activities or by
lim iting maximum potential exposures to amounts that are
not material to results of operations or cash flow.
Following is a description of the derivative financial
instrum ents shown above:
Foreign Currency Put Options
The Company uses these instrum ents to hedge future
inventory purchases. The total U.S. dollar amount of such
instrum ents was $150.0 at December 3 1 ,1993, and $354.0
at December 31, 1992. At December 31, 1993, these
instrum ents were to sell Deutschemarks, French francs
and yen, and at December 31, 1992, these instrum ents
were for the sale of Deutschemarks and yen. These options
mature w ithin 15 months from date of purchase. During
1993, transactions included the purchase, exercise and
expiration of options of $382.1, $281.8 and $304.3, respec
tively. Loss on option contracts is lim ited to the premiums
paid. Gains on such instrum ents are deferred and ulti
mately reduce the cost of inventory. Gains arising from
these instrum ents were not material.
Interest Rate Swap Contracts
The Company has used interest rate swap contracts as a
part of its international cash management strategy. At
December 3 1 , 1993 and 1992, two arrangements having
notional amounts of $650 and $950 were outstanding.
These arrangements provide for the receipt and payment
of interest through 2012. These contracts are carried at
market value.
Forward Exchange Contracts
The Company uses these instrum ents to hedge invest
ments in its foreign subsidiaries. The aggregate face
values were $87.3 and $105.0 at December 31, 1993 and
1992, respectively. During 1993, activity included a $7.0
purchase and a $24.7 maturity. At December 31, 1993,
these contract were prim arily for the exchange of yen for
U.S. dollars, and at December 31, 1992, these contracts
were for the exchange of yen and Swiss francs for U.S.
dollars. The arrangem ents mature at various dates
through 2002. In accordance with SFAS No. 52, these
instrum ents are recorded at foreign exchange spot rates
in effect at year-end.
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Commodity Hedges
MAXUS ENERGY CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note One (In Part): S ignificant Accounting Policies

Financial Instrum ents w ith Off-Balance-Sheet Risk and
Concentrations of Credit Risk
The Company’s financial instrum ents that are exposed to
concentrations of credit risk consist prim arily of cash
equivalents, short-term investments and trade receivables.
The Com pany’s cash equivalents and short-term
investments represent high-quality securities placed with
various high investment grade institutions. This investment
practice lim its the Company’s exposure to concentrations
of credit risk.
The trade receivables are dispersed among a broad
dom estic and international customer base, therefore,
concentrations of credit risk are lim ited. The Company
carefully assesses the financial strength of its customers.
Letters of credit are the prim ary security obtained to
support lines of credit.
Note E ight Value o f Financial Instrum ents
The fair value of financial instrum ents is determined by
reference to various market data and other valuation tech
niques as appropriate. Unless otherwise disclosed, the
fair value of financial instrum ents approximates their
recorded values.

Short-Term Investments
The Company’s short-term Investments are com prised of
securities purchased under repurchase agreements, U.S.
Treasury notes and short-term , highly-liquid investments,
with maturities greater than ninety days, but not exceeding
one year. W ith the exception of the U.S. Treasury notes,
the carrying amount approximates fair value because of
the short m aturity of these instruments. The fair value of
the U.S. Treasury notes is based on year-end quoted
market prices.

Long-Term Debt
The fair value of the Company’s long-term debt is estimated
based on the quoted market prices for the same or sim ilar
issues or on the current rates offered to the Company for
debt of the same remaining m aturities.
Redeemable Preferred Stock
The fair value of the Redeemable Preferred Stock is
based on the comparable yield to the Company’s publiclytraded $4.00 Preferred Stock.
Interest Rate Swaps
The fair value of the interest rate swaps is based on the
present value of expected future cash flows from the
interest rate swap agreement.
Natural Gas Hedging Program
The fair value of the Company’s natural gas price swap
agreements is the estimated amount the Company would
receive to term inate the swap agreements at the report
ing date.
The estimated fair value of the Company’s financial
instrum ents are as follows;
1993
Carrying
Amount
Assets
U.S. Treasury notes
Liabilities
Long-term debt, including current portion
Redeemable Preferred Stock
Unrecognized Financial Instruments
Interest rate swap in a net
receivable position
Natural gas hedging program

$

30.7

$

1,055.1
250.0

32.2

1,079.1
261.9
6.3
6.0

1992
Carrying
Amount
Assets
U.S. Treasury notes
Liabilities
Long-term debt, including current portion
Redeemable Preferred Stock

Fair
Value

Fair
Value

$ 121.2

$ 121.5

829.4
250.0

849.2
263.1
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MURPHY OIL CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note F— Inventories
Inventories valued at cost under the LIFO method totaled
$89,721,000 at December 31, 1993 and $77,607,000 at
December 31, 1992. These amounts were $46,255,000
and $78,005,000, respectively, less than such inventories
would have been valued using the FIFO method.
The Company has entered into crude oil price swap
agreements to reduce exposure to changes in the cost of
3,500,000 barrels of the Company’s 1996 and 1997 crude
oil requirements for U.S. refineries. Any gains anticipated
under these agreements w ill be deferred, with the cost of
the related crude oil being adjusted when the agreements
are settled. Any losses w ill sim ilarly be deferred unless at
any tim e prior to settlem ent the estimated realizable value
of products is less than the cost of products produced
from crude, as adjusted for the effect of these agreements.
Note P— Fair Value o f Financial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value.

• Cash and cash equivalents, trade receivables, short
term debt, and trade payables— The carrying amounts
approximate fair value because of the short m aturity of
these instruments.
• Investments and noncurrent receivables— Of the total
reported, disclosure of fair value is not required on
$29,733,000 of insurance receivables or on $3,002,000
of investments carried on an equity basis. The carrying
amount of the remainder approximates fair value.
• Long-term obligations including current maturities— The
fair value is estimated based on current rates offered to
the Company for debt of the same remaining maturities.
• Foreign currency contracts— The fair value is estimated
from quotes obtained from brokers.
• Financial guarantees and letters of credit— The fair value
is based on the estimated cost to terminate or otherwise
settle these obligations with the counterparties.
• Crude oil price swaps— The fair value is estimated
from quotes for offsetting agreements with the same
maturities.
Following is a summary of the estimated fair value at
December 31, 1993 of the Company’s financial instruments other than those on which the carrying amount
approximates fair value.

(Thousands of dollars)
Long-term obligations including
current maturities
Foreign currency contracts
Financial guarantees and
letters of credit
Crude oil price swaps

Carrying
Amount

Notional
Amount

$120,077
—

$ 2,639

$125,172
2,639

83,888
2,400

83,888
2,400

—

—

—

Estimated
Fair Value
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PHELPS DODGE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollar am ounts in tables stated in thousands except
as noted)
Note 1 (In Part): Summary o f S ignificant Accounting Policies

Price Protection Programs
The Corporation may periodically use various price
protection programs to ameliorate the effect of declining
prices on a portion of its copper production. The costs of
programs that guarantee a minimum price over a speci
fied period are amortized on a straight-line basis over that
period. Gains and losses from programs that effectively
establish price ranges for future production are recognized
in income during the periods affected.
Note 20. Fair Value o f Financial Instrum ents
The method and assumptions used to estimate the fair
value of each class of financial instrum ent for which it is
practicable to estimate a value are as follows:

Cash and Short-Term Investments
The carrying amount is a reasonable estimate of the fair
value because of the short m aturity of those instruments.
Investments and Long-Term Receivables
The fair values of some investments are estimated based
on quoted market prices for those or sim ilar investments.
The fair values of other types of loans are estimated by
discounting the future cash flows using the current rates
at which sim ilar loans would be made with sim ilar credit
ratings and for the same remaining m aturities. For those
investments for which there are no quoted market prices,
a reasonable estimate of fair value is not practicable. Addi
tional inform ation pertinent to the value of unquoted
investments is provided below.
Long-Term Debt
The fair value of the Corporation’s long-term debt is esti
mated based on the quoted market prices for the same or
sim ilar issues or on the current notes offered to the Corpo
ration for debt of the same remaining m aturities.

Standby Letters of Credit and Financial Guarantees
The fair values of guarantees and letters of credit are
based on fees currently charged for sim ilar agreements or
on the estimated cost to term inate them or otherwise
settle the obligations with the counterparties at the report
ing date. The Corporation has guaranteed the borrowings
of certain subsidiaries totaling $213.1 m illion. These
guarantees include project financings for the La Can
delaria copper-gold project in Chile and the Hungarian
carbon black project; upon the satisfaction of com pletion
requirements, those borrowings become non-recourse to
the Corporation. There is no market for these guarantees
and they were issued w ithout explicit cost. Therefore, it is
not practicable to establish their fair value. The estimated
fair values of the Corporation’s financial instrum ents as of
December 3 1 , 1993, are as follows (in m illions):

Cash and short-term investments
Price protection arrangements
(copper price guarantees)
Investments and long-term receivables
(including amounts due within one year)
for which it is:
— practicable to estimate fair value
— not practicable to estimate fair value
Long-term debt (including amounts due
within one year)
Interest rate protection agreements

Carrying
Amount
$255.8

Fair
Value
$255.8

0.5

0.5

35.9
20.2

37.6

564.5
2.5

572.8
2.1

it is not practicable to estimate the fair value of investments
in certain foreign companies carried at historic cost. The
Corporation’s largest cost basis investment is its 16.25
percent interest in Southern Peru Copper Corporation,
which is carried at a book value of $13.2 million. For the
year ended December 31, 1993, that company reported
total assets of $731.4 m illion, common stockholders’
equity of $565.0 m illion, revenues of $474.0 m illion and net
income of $194.2 m illion after including $165.1 m illion gain
from the cum ulative effect of accounting chanpges for
income taxes.
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THE QUAKER OATS COMPANY (JUN)

The following methods and assumptions were used to esti
mate the fair value of each class of financial instrum ents:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Futures, Swaps, Options and Forward Contracts
The Company enters into a variety of futures, swaps, options
and forward contracts in its management of foreign currency
and commodity price exposures. Realized and unrealized
gains and losses on foreign currency options and forward
contracts are recognized currently in other income and
expense. Realized and unrealized gains and losses on for
eign currency options that hedge exchange rate exposure
on future raw m aterial purchases are deferred and
recorded in inventory in the period in which purchases
occur. Realized and unrealized gains and losses on foreign
currency options, currency swaps and forward contracts
that are effective as net investment hedges are recog
nized in a component of shareholders’ equity. Realized
and unrealized gains and losses on com m odity futures
contracts and options are deferred and recorded in
inventory in the period in which purchases occur.
Note 18. Financial Instrum ents

Deutsche Mark Swap
In fiscal 1988, the Company swapped $25.0 m illion for
deutsche marks in two separate transactions. In August
1992, the Company repaid 18.5 m illion deutsche marks for
$12.6 m illion. The Company is required to exchange 27.9
m illion deutsche marks for $15.0 m illion in August 1997
and to make semi-annual interest payments of 0.9 m illion
deutsche marks through August 1997.
The estimated fair values of the Company’s financial
instrum ents as of June 3 0 , 1993, were as follows:

Cash and cash equivalents
Short-Term Debt
Long-term debt
Foreign currency contracts
Commodity futures contracts

Short-Term Debt
The carrying amounts approximate fair value because of
the short-term m aturity of the instruments.
Long-Term Debt
Fair value estimates were based on market prices for the
same or sim ilar issues or on the current rates offered to
the Company for sim ilar debt of the same m aturities.
Foreign Currency Contracts
Fair value estimates were based on quotes from financial
institutions.
Commodity Futures Contracts
Fair value estimates were based on quotes from brokers.
YORK INTERNATIONAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Foreign Currency Forward Contracts
As of June 30,1993, the Company had forward contracts
for the purchase and sale of European, Canadian and
other currencies, with purchases totaling $2.3 m illion and
sales totaling $237.4 m illion. These contracts hedge bal
ance sheet and operating income currency exposures.
W hile the contracts generally mature in less than 12
months, total sales include obligations to sell $8.2 m illion
in British pounds in fiscal 1998.

(Dollars in millions)

Cash and Cash Equivalents
The carrying amounts approximate fair value because of
the short-term m aturity of the instruments.

1993
$ 61.0
$(176.9)
$(730.7)
$ 5.9
$ (1.0)

Note 3 (In Part): Inventories
In connection with the purchase of major commodities,
principally copper, for anticipated m anufacturing require
ments, the Company enters into com m odity forward
contracts as deemed appropriate to reduce the risk of
future price increases. These forward contracts are
accounted for as hedges and, accordingly, gains and
losses are deferred and recognized in cost of sales as part
of the product cost. At December 3 1 ,1993, the Company
had entered into contracts hedging certain future com
m odity purchases through 1995 of approximately $52
m illion. The Company is exposed to loss in the event of
nonperformance by the other parties to the forward
contracts. However, the Company does not anticipate
nonperformance by the counterparties.
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Financial Guarantees
ALBERTSON'S, INC. (JAN)
NOTES TO FINANCIAL STATEMENTS
Financial Instrum ents
Financial instrum ents with off-balance-sheet risk to the
Company include lease guarantees whereby the Com
pany is contingently liable as a guarantor of certain leases
that were assigned to third parties in connection with
various store closures and outstanding letters of credit
prim arily associated with the Company’s self-insurance
programs. Minimum rentals guaranteed under assigned
leases are $5.1 m illion in 1994 and aggregate $65.6 m illion
for the remaining lease terms, which expire at various
dates through 2012. The Company believes the likelihood
of a significant loss from these agreements is remote
because of the wide dispersion among third parties and
remedies available to the Company should the prim ary
party fail to perform under the agreements. As of Febru
ary 3 , 1994, the Company had letters of credit outstanding
of $48.7 m illion.
Financial instrum ents which potentially subject the
Company to concentration of credit risk consist principally
of cash equivalents and trade receivables. The Company
lim its the amount of credit exposure to any one financial
institution and places its tem porary cash into investments
of high credit quality. Concentrations of credit risk with
respect to trade receivables are lim ited due to the disper
sion of the Company’s customer base across different
industries and geographies.
The estimated fair value of cash and cash equivalents,
short-term debt and com m ercial paper borrow ings
approximates their carrying amount. The estimated fair
value of all long-term debt borrowings as of February 3,
1994 was approximately $645.3 m illion as compared to its
carrying amount of $630.8 m illion. These fair values were
estimated using discounted cash flow analyses, based on
the Company’s current incremental borrowing rates for
sim ilar types of borrowing arrangements, when quoted
market values were not available. The Company has not
determined the fair value of lease guarantees due to the
inherent difficulty in evaluating the credit worthiness of
each tenant.

THE COCA-COLA COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Financial Instrum ents

Guarantees
At December 31,1993, the Company was contingently liable
for guarantees of indebtedness owed by third parties of
$140 m illion, of which $39 m illion is related to independent
bottling licensees. In the opinion of management, it is not
probable that the Company will be required to satisfy these
guarantees. The fair value of these contingent liabilities
is immaterial to the Company’s consolidated financial
statements.

THE BFGOODRICH COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per share am ounts)
Note O (in Part): Com m itm ents and Contingencies
At December 3 1 ,1993, the Company was a party to various
obligations assumed or issued by others, including
guarantees of debt and lease obligations, principally relat
ing to businesses previously disposed. The aggregate
contingent liability, should the various third parties fail to
perform, is approximately $200.0. The Company has not
previously been required to assume any responsibility for
these financial obligations as a result of defaults and is not
currently aware of any existing conditions which would
cause a financial loss. As a result, the Company believes
that risk of loss relative to these contingent obligations
is remote.

MARRIOTT INTERNATIONAL, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Fair Value o f Financial Instrum ents
The fair values of noncurrent financial assets and liabili
ties and other financial instrum ents are shown below. The
fair values of current assets and current liabilities are
assumed to be equal to their reported carrying amounts.

1993
Carrying
Fair
Amount Value

1992
Carrying
Fair
Amount Value

(In millions)
Noncurrent financial assets
Notes receivable and other
Noncurrent financial
liabilities
Long-term debt
Convertible subordinated
debt
Other financial instruments
Company guarantees

$392

$394

$118

$153

521

483

345

309

17

20

403

1

_
_

_

Notes receivable from Host M arriott and other notes and
financial assets are valued based on the expected future
cash flows discounted at risk adjusted rates. Valuations for
secured long-term debt and other notes are determined
based on the expected future payments discounted at risk
adjusted rates. The fair value of revolving credit facility
borrowings is assumed to be equal to carrying value.
Senior notes are valued based on quoted market prices.
The fair value of the convertible subordinated debt is
based on the quoted market prices of the underlying
common stock into which the debt was convertible.
The fair value of company guarantees is based on the
expected future payments discounted at risk adjusted
rates. A value was not assigned to commitments with no
expected fundings. The carrying amount of company
guarantees represents the com pany’s aggregate maxi
mum exposure at December 3 1 ,1993.
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The fair value of loan commitments is equal to the
remaining availability ($522 million) under the Host Marriott
credit agreement and the Philadelphia mortgage at
December 3 1 , 1993.

OWENS-CORNING FIBERGLAS
CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
17. Financial Instrum ents W ith O ff-Balance-Sheet R isk and
S ignificant Group Concentrations o f C redit R isk
The Company is a party to financial instrum ents with
off-balance-sheet risk in the normal course of business to
help meet financing needs and to reduce exposure to fluc
tuating foreign currency exchange rates. The Company is
exposed to credit loss in the event of nonperformance by
the other parties to the financial instrum ents described
below. However, the Company does not anticipate non
performance by the other parties. The Company does not
generally require collateral or other security to support
these financial instruments.
The Company enters into forward currency exchange
contracts to manage its exposure against foreign currency
fluctuations on certain assets and liabilities denominated
in foreign currencies. As of December 3 1 ,1993, the Com
pany has forward currency exchange contracts maturing
in 1994 which exchange the following currencies: 4 billion
Belgian francs, 62 m illion U.S. dollars, 73 m illion French
francs, 19 m illion British pounds, 30 m illion Dutch
guilders, and various other currencies. The Company also
has three forward currency exchange contracts maturing
in 1994 which exchange 150 m illion Swedish krona and
1.3 billion Belgian francs against approximately 54 m illion
U.S. dollars to hedge its equity investment in certain Euro
pean subsidiaries and to manage its exposure against
fluctuations in foreign currency rates. Gains and losses on
hedges of net investments in foreign subsidiaries are
included in stockholders’ equity. Gains and losses on
other foreign currency hedges are included in income in
the year in which the exchange rates change.
As of December 31, 1992, the Company had forward
currency exchange contracts m aturing in 1993 which
exchanged the following currencies: 2 billion Belgian
francs, 19 m illion U.S. dollars, 68 m illion Swedish krona,
12 m illion British pounds, and various other currencies.
The Company also had two forward currency exchange
contracts m aturing in 1993 which exchanged 150 million
Swedish krona and 680 m illion Belgian francs against
approximately 42 m illion U.S. dollars to hedge its equity
investment in certain European subsidiaries.
As of December 31, 1993 and 1992, the Company has
entered into four interest rate swap agreements to reduce
the interest rates on its fixed rate borrowings. These
agreements effectively convert an aggregate principal
amount of $150 m illion of fixed rate long-term debt into
variable rate borrowings with interest rates ranging from
3.5% to 5.65% in 1993 and 3.75% to 5.9% In 1992. The
agreements mature in 1998. The differential interest to be
paid or received is accrued as interest rates change and is
recognized over the life of the agreements.

As of December 3 1 ,1993 and 1992, the Company has a
cross-currency interest rate conversion agreement from
Deutsche marks into U.S. dollars to hedge the interest and
principal payments of its 7.25% Deutsche mark bonds,
due in 2000. The agreement establishes a fixed interest
rate of 11.1%.
As of December 3 1 , 1993, the Company is contingently
liable for guarantees of indebtedness owed by certain
unconsolidated affiliates of $27 m illion. The Company is
of the opinion that its unconsolidated affiliates w ill be able
to perform under their respective payment obligations in
connection with such guaranteed indebtedness and that
no payments w ill be required and no losses w ill be
incurred by the Company under such guarantees.
As of December 3 1 , 1993 and 1992, the Company has
no significant group concentrations of credit risk.
18. D isclosures about Fair Value o f Financial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instruments.

Cash and Short-Term Financial Instrum ents
The carrying amount approximates fair value due to the
short m aturity of these instruments.
Long-Term Notes Receivable
The fair value has been estimated using the expected
future cash flows discounted at market interest rates.
Long-Term Debt
The fair value of the Company’s long-term debt has been
estimated based on quoted market prices for the same
or sim ilar issues, or on the current rates offered to the
Company for debt of the same remaining m aturities.
Foreign Currency Swaps and Interest Rate Swaps
The fair values of foreign currency swaps and interest rate
swaps have been estimated by traded market values or by
obtaining quotes from brokers.
Forward Currency Exchange Contracts and
Financial Guarantees
The fair values of forward currency exchange contracts
and financial guarantees are based on fees currently
charged for sim ilar agreements or on the estimated cost to
term inate these agreements or otherwise settle the obli
gations w ith the counterparties at the reporting date.
The estimated fair values of the Company’s financial
instrum ents as of December 31, 1993 and 1992 are as
follows:

(In millions of dollars)
Cash and short-term
financial instruments
Long-term notes
receivable
Long-term debt
Foreign currency swaps
and interest rate swaps

1993
Carrying
Fair
Amount
Value
$928

$ 928

7
898

5
1,063

—

39

1992
Carrying
Fair
Amount
Value
$

783

$ 783

8
1,018

7
1,102

—

35
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As of December 31, 1993, the Company is contingently
liable for guarantees of indebtedness owed by certain
unconsolidated affiliates. There is no market for these
guarantees and they were issued w ithout explicit cost.
Therefore, it is not practicable to establish their fair value.
As of December 3 1 , 1993 and 1992, the Company has
also entered into certain forward currency exchange
contracts, the fair values of which are not material to the
consolidated financial statements.
SUN COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14 (In Part): Com m itm ents and C ontingent Liabilities
In 1992, a wholly owned subsidiary of the Company
became a one-third partner in Belvieu Environmental
Fuels (“ BEF” ), a joint venture formed for the purpose of
constructing, owning and operating a $220 m illion methyl
tertiary butyl ether (“ MTBE” ) production facility in Mont
Belvieu, Texas. As of December 31,1993, BEF had borrowed
$128 m illion against a construction loan facility of which
the Company guarantees one-third or $43 m illion. The
plant, which has a designed capacity of 12,600 barrels
daily of MTBE, is expected to begin production in mid-1994.
When production commences, the construction loan w ill
be converted into a five-year, nonrecourse term loan with
a first priority lien on all project assets.
In order to obtain a secure supply of oxygenates for the
manufacture of reformulated fuels, Sun has entered into a
10-year off-take agreement with BEF which commences
when the plant becomes operational. Pursuant to this
agreem ent, Sun w ill purchase all of the MTBE production
from the plant. The minimum per unit price to be paid for
the MTBE production while the nonrecourse term loan is
outstanding w ill be equal to BEF’s annual raw material
and operating costs and debt service payments divided by
the plant’s annual designed capacity. Notwithstanding
this minimum price, Sun has agreed to pay BEF a price
during the first three years of the off-take agreement
which approximates prices included in current MTBE
long-term sales agreements In the marketplace. This
price is expected to exceed the minimum price required
by the loan agreement. Sun w ill negotiate a new pricing
arrangement with BEF for the remaining years the off-take
agreement is in effect which w ill be based upon the
expected market conditions existing at such time.
Sun is also contingently liable under various other
arrangements which guarantee debt of associated com
panies and others aggregating approximately $26 m illion
at December 31, 1993 and maturing at various dates
through 2012.

17 (In Part): D isclosures about Fair Value of
Financial Instrum ents
Effective December 31, 1992, Sun adopted Statement of
Financial Accounting Standards No. 107, “ Disclosures
about Fair Value of Financial Instrum ents’ ’ which requires
certain disclosures concerning the estimated fair value of
financial instruments. The estimated fair value amounts
have been determined based on the Company’s assess
ment of available market inform ation and appropriate
valuation methodologies. However, these estimates may
not necessarily be indicative of the amount that the
Company could realize in a current market exchange.
Most of Sun’s current assets (excluding inventories and
deferred income taxes) and current liabilities are financial
instruments. The carrying amounts of these financial
instrum ents approximate their estimated fair value. The
following table summarizes estimated fair value inform a
tion for Sun’s other financial instrum ents included in the
consolidated balance sheets at:

(Millions of Dollars)
Long-term accounts
and notes receivable
Other assets*
Long-term debt

December 31,1993 December 31,1992
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
$ 47
$ 18
$726

$ 47
$ 18
$809

$ 64
$ 45
$792

$ 57
$ 45
$837

*Included primarily in deferred charges and other assets in the consoli
dated balance sheets.
Long-term accounts and notes receivable have been valued
by discounting the projected cash flows at December 31,
1993 and 1992, using the then current rates at which sim i
lar loans would be made to borrowers with sim ilar credit
ratings and for sim ilar m aturities. The m ajority of these
receivables are collateralized. O ther assets consist
prim arily of special purpose funds and restricted cash
which have been valued using discounted cash flows or
prices quoted by financial institutions, as appropriate.
Long-term debt which is publicly traded was valued based
on quoted market prices. The fair value of other debt issues
was estimated by management based upon current
interest rates available to Sun at the respective balance
sheet dates for sim ilar issues.
The Company guarantees one-third of the borrowings
of its affiliate, BEF (Note 14). Due to the com plexity of the
guarantee and the absence of any market for this financial
instrum ent, the Company does not believe it is practicable
to estimate its fair value. Sun also is a party to certain other
off-balance-sheet financial instrum ents consisting of
guarantees of debt of associated companies and others
and foreign exchange contracts. The fair value of these
instruments, which is the estimated amount at which they
could be settled, was not material at December 3 1 , 1993
and 1992.
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SUNDSTRAND CORPORATION (DEC)

The carrying amounts and fair values of the Company’s
financial instruments at December 31,1993, were as follows:

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Financial Instrum ents With O ff-Balance-Sheet R isk
The Company is party to financial instrum ents with offbalance-sheet risk in the normal course of business
to meet financing needs and to reduce its own exposure
to fluctuations in exchange rates. These financial instru
ments include financial guarantees and forward exchange
contracts. These instrum ents involve, to varying degrees,
elements of credit and/or exchange rate risk in excess of
the amount recognized in the financial statements.
Financial guarantees are conditional commitments
issued by the Company to guarantee the payment of cer
tain liabilities of unconsolidated affiliates and unaffiliated
entities to third parties. These guarantees are issued
prim arily to support borrowing arrangements, and are
scheduled to expire, subject to extension, during 1994.
The Company’s exposure for financial guarantees is
represented by the contractual amount of these guaran
tees. The contractual amounts and the maximum credit
loss in the event of non-performance by any of the parties
for financial guarantees at December 3 1 ,1993, were both
$8.8 m illion.
Forward exchange contracts are contracts for delivery
or purchase of foreign currencies at specified future
dates. For forward exchange contracts, the contract
amounts represent currency exposure if the other party
fails to perform under the contract. At December 3 1 ,1993,
the Company had forward exchange contracts m aturing
during 1994 to sell the equivalent of $72.2 m illion and to
purchase the equivalent of $30.0 million in foreign currency.
Fair Values o f Financial Instrum ents
The following methods and assumptions were used by the
Company in estim ating its fair value disclosures for finan
cial instruments:

Cash and Cash Equivalents
The carrying amount reported In the balance sheet for
cash and cash equivalents approximates their fair value.
Foreign Currency Exchange Contracts
The fair value of the Company’s foreign exchange con
tracts is estimated based on quoted market prices of
comparable contracts.
Short- and Long-Term Debt
The carrying amounts of the Company’s borrowings
under its short-term revolving credit agreements approxi
mate their fair value. The fair value of the Company’s
long-term debt is estimated using discounted cash flow
analyses, based on the C om pany’s current Incre
mental borrowing rates for sim ilar types of borrowing
arrangements.

(Amounts in millions)
Cash and cash equivalents
Foreign exchange contracts
Short-term debt
Long-term debt

Carrying
Amount
$ 15.4
—

26.6
255.0

Fair
Value
$ 15.4
(.1)
26.6
301.0

W MX TECHNOLOGIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Com m itm ents and Contingencies
The Company has issued or is a party to approximately
2,700 bank letters of credit, perform ance bonds and other
guarantees. Such fin a n cia l instrum ents (averaging
approximately $552,000 each), including those provided
for affiliates and not otherwise recorded, are given in the
ordinary course of business. Because virtually no claim s
have been made against these financial instrum ents in
the past, management does not expect these guarantees
w ill have a material adverse effect on the consolidated
financial position or results of operations of the Company.
Note 12 (In Part): Fair Value o f Financial Instrum ents

Off-Balance-Sheet Financial Instrum ents
In the normal course of business, the Company is a party
to financial instrum ents with off-balance-sheet risk, such
as bank letters of credit, performance bonds and other
guarantees, which are not reflected in the accompanying
balance sheets. Such financial instrum ents are to be
valued based on the amount of exposure under the instru
ment and the likelihood of performance being required. In
the Company’s past experience, virtually no claim s have
been made against these financial instruments. Manage
ment does not expect any material losses to result from
these off-balance-sheet instrum ents and, therefore, is of
the opinion that the fair value of these instrum ents is zero.
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Letters Of Credit

The carrying amounts and fair values of the Company’s
financial instrum ents at December 3 1 ,1993 and 1992 are
as follows (amounts in thousands):

THE ALLEN GROUP INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12. Fair Values o f Financial Instrum ents
Financial Accounting Standards Board (“ FASB” ) State
ment No. 107, “ Disclosure about Fair Value of Financial
Instruments,” is a part of a continuing process by the
FASB to improve inform ation on financial instruments.
The following methods and assumptions were used by the
Company in estim ating its fair value disclosures for such
financial instruments as defined by the Statement:

Cash and Short-Term Investments
The carrying amount reported in the balance sheet for
cash and cash equivalents approximates its fair value.
Long-Term Investments
It is not practicable to estimate the fair value of the
Company’s 8% investment in the common stock of its
form er specialty rubber products business and its 50%
interest in the GO/DAN joint venture because of lack of
quoted market prices and the inability to estimate fair
value w ithout incurring excessive costs. However,
management believes that the carrying amounts as
recorded at December 31, 1993 are not impaired and
reflect their corresponding fa ir values. No dividends have
been paid on these investments.
Long-Term Debt
The carrying amounts of the Company’s borrowings
under its revolving credit agreements approximate fair
value. The fair values of the Company’s other long-term
debt either approximate fair value or are estimated using
discounted cash flow analyses based on the Company’s
current incremental borrowing rates for sim ilar types of
borrowing arrangements.
Off-Balance-Sheet Instruments
Fair values for the Company’s off-balance-sheet instru
ments, consist of an interest rate swap (as described
in Note 2), and is based on quoted market prices of
comparable instrum ents or fees currently charged to
enter into sim ilar agreements, taking into account the
remaining term s of the agreements and the counterpar
ties’ credit standing.
Letters of Credit
The Company utilizes letters of credit to back certain
financing instrum ents and insurance policies. The letters
of credit reflect fair value as a condition of their underlying
purpose and are subject to fees com petitively determined
in the market place.

1993
Cash and cash equivalents
Investment securities:
Non-current investment
Investment in joint venture
Other long-term debt
Off-Balance-Sheet Financial Instruments:
Interest rate swaps
Letters of credit
1992
Cash and cash equivalents
Investment securities:
Non-current investment
Investment in joint venture
Revolving credit agreement
Other long-term debt
Off-Balance-Sheet Financial Instruments:
Interest rate swaps
Letters of credit

Carrying
Amount

Fair
Value

$11,173

$11,173

4,344
23,284
53,480

4,344
23,284
53,404

2,265
7,385

2,341
7,385

$4,425

$4,425

4,344
23,533
82,500
46,727

4,344
23,533
82,500
46,395

22,980
7,683

23,312
7,683

EMERSON RADIO CORP. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note I (In Part): Commitments, C ontingencies and R elated
Party Transactions

(2) Letters of Credit
Outstanding letters of credit for U.S. purchases, not
reflected in the accom panying financial statements,
aggregated approximately $12,053,000 at March 3 1 ,1993.
The Company has provided cash collateral for all of these
letters of credit.
At March 31, 1993 and 1992, “ prepaid expenses and
other current assets” include $10,000,000 and $6,000,000,
respectively, of certificates of deposit which were being
maintained as collateral for standby letters of credit total
ing $8.0 m illion and a letter of credit facility for $6,400,000
that is utilized by the Company’s foreign subsidiaries. At
March 31, 1993, $5,839,000 of the facility was utilized for
open letters of credit.
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GOULDS PUMPS, INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands exceptp e r share data)
8 (In Part): Financial Instrum ents

Off-Balance-Sheet Risk
As part of its currency hedging, the Company utilizes
forward exchange and option contracts to m inimize the
im pact of currency fluctuations on transactions. The Com
pany and its subsidiaries held contracts for $10,042 and
$7,966 at December 31, 1993 and 1992, respectively, for
the purchase or sale of Canadian and other currencies.
The fair value of these financial instrum ents is estimated
based on quoted market prices for sim ilar contracts at
December 31, 1993 and 1992, respectively. The unreal
ized gain on these contracts at December 31, 1993 and
1992, is $96 and $214 respectively.
At December 3 1 ,1993 and 1992, the Company has let
ters of credit outstanding totaling $5,356 and $4,899,
respectively, which guarantee various trade activities. The
contract amount of the letters of credit is a reasonable
estimate of the fair value since the value for each is fixed
over the life of the commitment.
No material loss is anticipated due to nonperformance
by counterparties to these agreements.
MATTEL, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Comm itm ents and Contingencies

Letters of Credit
The Company had outstanding irrevocable letters of
credit in the amount of $31.8 m illion and $22.5 m illion as of
December 3 1 ,1993 and 1992, respectively. These letters
of credit, which have term s from one month to one year,
collateralize the Company’s obligations to third parties for
the purchase of inventory. The fair value of these letters of
credit is estimated to be the same as the contract values
based on the nature of the fee arrangements w ith the issu
ing banks.
SIMPSON INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note I (In Part): Com m itm ents and Contingencies
Letters of credit, guaranteeing various trade activities,
totaled $5,906,000 at December 31, 1993. The contract
amounts of the letters of credit approximate their fair value.

STONE CONTAINER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. D isclosure A bout Fair Value o f Financial Instrum ents
At December 3 1 ,1993 and 1992, the carrying values of the
Company’s financial instrum ents approximate their fair
values, except as noted below;

(In millions)

December 31,
1993
1992
Carrying
Fair Carrying
Fair
Value Amount
Amount
Value

Notes receivable and
long-term investments $ 134.9 $ 118.1 $ 65.5 $ 51.1
Senior debt
2,344.5 2,362.8 2,623.5 2,635.3
Subordinated debt
1,262.6 1,189.5 1,019.2
949.5
Non-recourse debt of
627.3
consolidated affiliates.
963.1 1,002.3
627.3
—
Standby letters of credit
76.1
—
68.9
Currency and interest
rate hedges in payable
position
2.6
4.2
6.5
4.4
The fair values of notes receivable and certain invest
ments are based on discounted future cash flows or the
applicable quoted market price. The fair value of the
Company’s debt is estimated based on the quoted market
prices for the same or sim ilar issues. The fair value of
letters of credit represent the face amount of the letters of
credit adjusted for current rates. The fair value of interest
rate swap agreements are obtained from dealer quotes.
These values represent the estimated amount the Company
would pay to term inate agreements, taking into considera
tion the current interest rate and market conditions.

Financial Instruments

Receivables Sold With Recourse
DATA GENERAL CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Financial instrum ents,
Com m itm ents and Contingencies

Financial Instruments
In December 1991, the FASB issued FASB 107, “ Dis
closures about Fair Value of Financial Instruments.” This
Statement requires the company to disclose estimated
fair values for its financial instruments, as well as the
underlying methods and assumptions used in estim ating
fair value.
The company enters into various types of financial
instrum ents in the normal course of business. Fair values
for certain financial instrum ents are based on quoted mar
ket prices. For other financial instruments, fair values are
estimated based on assumptions concerning the amount
and tim ing of estimated future cash flows and assumed
discount rates reflecting varying degrees of perceived
risk. Accordingly, the fair values may not represent actual
values of the financial instruments that could have been
realized as of year-end or that w ill be realized in the future.
Fair values for cash and tem porary cash investments,
marketable securities, accounts receivable, notes pay
able, and accounts payable approximate carrying value at
September 2 5 , 1993 due to the relatively short m aturity of
these financial instruments. The fair value of investments
and notes receivable, included in other assets, was $16.2
m illion at September 25, 1993 compared to a carrying
value of $6.7 m illion. The fair value of long-term debt,
including debt due w ithin one year, at September 2 5 ,1993
was $157.7 m illion compared to a carrying value of
$160.4 m illion.
Included in other income, net, in the fiscal 1993 State
ment of Operations is a gain of $3.2 m illion on the sale of
an investment held by the company in an unaffiliated
entity. This amount was offset, in part, by a $2.8 m illion
provision for certain other non-operating charges taken
by the company.
The company enters into various forward contracts to
lim it its exposure to fluctuations in foreign currency
exchange rates. As of September 2 5 , 1993, in connection
with the company’s foreign exchange hedging programs,
the com pany had entered into forw ard exchange
contracts to purchase $0.4 m illion and to sell $50.8 m illion
in various foreign currencies, net of offsetting contracts
involving various banks. The exposure to credit risk is
minimal since the counterparties are major financial insti
tutions. The market risk exposure is lim ited to risk related
to currency rate movements. As substantially all of these
contracts were entered into shortly before year-end, the
fair value of outstanding contracts at September 2 5 , 1993
approximates the original value of the forward contracts.
These contracts mature at various dates through March
29, 1994.
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The company’s tem porary cash investments, market
able securities and accounts receivable are subject to
potential concentrations of credit risk. The com pany’s
investment policies lim it the amount of investments in a
single institution and restrict investments to low-risk,
highly liquid securities. A portion of the company’s trade
receivables are concentrated in the U.S. government
and In the health care industry. Management does not
believe that the company is subject to any unusual risk
beyond the normal credit risk attendant to operating
its business.
At September 2 5 , 1993, certain accounts receivable sold
with recourse were outstanding. The company’s maximum
exposure under the recourse provisions was approximately
$8.3 m illion, net of related allowances. A portion of these
receivables are secured by security interests in the related
equipment. The fair value of the recourse obligation at
September 2 5 , 1993 was not determinable.
INGERSOLL-RAND COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Com m itm ents and Contingencies
The company is involved in various litigations, claim s and
adm inistrative proceedings, including environm ental
matters, arising in the normal course of business. Based
on the advice of counsel, management believes that
recovery or liability with respect to these matters would
have a material effect on the financial condition or the
results of operations of the company for any year.
In the normal course of business, the company has
issued several direct and indirect guarantees, including
performance letters of credit, totalling approximately
$108,000,000 at December 3 1 ,1993. Management believes
these guarantees will not adversely affect the consolidated
financial statements.
In 1993, the company continued to sell an undivided
interest in designated pools of accounts and notes receiv
able up to a maximum of $125,000,000. Similar agreements
have been in effect since 1987. During 1993, 1992 and
1991, such sales amounted to $518,651,000, $526,090,000
and $490,500,000, respectively. At December 31,1993 and
1992, $125,000,000 of such sold receivables remained
uncollected. The undivided interest in the designated pool
of receivables was sold with lim ited recourse. These
agreements expire in one- and two-year periods based on
the particular pool of receivables sold. The company
intends to renew these agreements at their expiration
dates w ith either the current financial institution or
another financial institution, using the basic term s and
conditions of the existing agreements. For receivables
sold, the company has retained collection and adm inistra
tive responsibilities as agent for the purchaser.
Receivables, excluding the designated pool of accounts
and notes receivable, sold during 1993, 1992 and 1991
with recourse amounted to $39,284,000, $38,343,000 and
$77,481,000, respectively. At December 31, 1993 and 1992,
$16,076,000 and $19,999,000, respectively, of such receiva
bles sold remained uncollected.
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PHILLIPS PETROLEUM COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Investm ents and Long-Term Receivables
The company owns a 50 percent interest in the Sweeny
Olefins Limited Partnership (SOLP), which owns and
operates a 1.5 billion-pound-per-year ethylene plant
located adjacent to the company’s Sweeny, Texas, refinery.
During construction, the company made advances to the
partnership under a subordinated loan agreement to fund
certain costs related to com pleting the project. The
outstanding advances at December 31, 1991, of $192
m illion increased to $211 m illion in 1992. During the fourth
quarter of 1992, the company sold participating interests
in the subordinated loan agreement to a syndicate of
banks for $211 m illion under a participation agreement.
The banks have the right to receive principal and interest
paid by SOLP under the subordinated loan agreement
after retention of an interest margin by the company. The
sale of this receivable is subject to recourse in that the
company has a contingent obligation to pay the amounts
due the participating banks in the event that SOLP fails
to pay. It is not econom ically practicable to estimate the
fair value of the company’s obligations to SOLP or to
participating banks. The uncollected balance of subordi
nated loan at December 3 1 , 1993, was $212 m illion.

Commitments To Extend Credit
PITNEY BOWES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share data or as
otherw ise indicated)
12. Commitments and Contingencies
At December 3 1 ,1993, the company’s finance subsidiaries
had unfunded commitments of $10.8 m illion to extend
credit to custom ers. The com pany evaluates each
custom er’s credit worthiness on a case-by-case basis.
Upon extension of credit, the amount and type of collateral
obtained, if deemed necessary by the company, is based
on management’s credit assessment of the customer.
Fees received under the agreements are recognized over
the commitment period.
The company is a defendant in a number of lawsuits,
none of which w ill, in the opinion of management, have a
material adverse effect on the company’s financial position
or results of operations.

16. Fair Value o f Financial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instruments:

Cash, Cash Equivalents, Short-Term Investments, Accounts
Receivable, Accounts Payable and Notes Payable
The carrying amounts approximate fair value because of
the short m aturity of these instruments.
Investment Securities
The fair value of investment securities is estimated based on
quoted market prices, dealer quotes and other estimates.
Loan Receivables
The fair value of loan receivables is estimated based on
quoted market prices, dealer quotes or by discounting the
future cash flows using current interest rates at which
sim ilar loans would be made to borrowers with sim ilar
credit ratings.
Long-Term Debt
The fair value of long-term debt is estimated based on
quoted dealer prices for the same or sim ilar issues.
interest Rate Swap and Swap Option Agreements and
Foreign Currency Exchange Contracts
The fair values of interest rate swaps, swap options and
foreign currency exchange contracts are obtained from
dealer quotes. These values represent the estimated
amount the company would receive or pay to term inate
agreements taking into consideration current interest
rates, the credit worthiness of the counterparties and
current foreign currency exchange rates.
Residual and Conditional Commitment Guarantee
Contracts
The fair value of residual and conditional commitment
guarantee contracts is based on the projected fair market
value of the collateral as compared to the guaranteed
amount plus a commitment fee generally required by the
counterparty assuming the guarantee.
Commitments to Extend Credit
The fair value of commitments to extend credit is estimated
by com paring current market conditions taking into
account the remaining term s of existing agreements and
present credit worthiness of the counterparties.
Transfer of Receivables W ith Recourse
The fair value of the recourse liability represents the
estimate of expected future losses.

Financial Instruments

The estimated fair value of the com pany’s financial
instrum ents is as follows:

December 31,1993
Investment securities
Loan receivables
Long-term debt
Interest rate swaps
Foreign currency exchange contracts
Residual and conditional commitment
guarantee contracts
Commitments to extend credit
Transfer of receivables with recourse

December 31,1992
Investment securities
Loan receivables
Long-term debt
Interest rate swaps
Interest rate swap options
Foreign currency exchange contracts
Residual and conditional commitment
guarantee contracts
Commitments to extend credit
Transfer of receivables with recourse

$
$
$
$
$

Carrying
Value*
8,550
206,630
(947,553)
(15,365)
265

$

(3,733)

$
$
$

—

$

(30,526)

Carrying
Value*
17,381
$
$ 180,850
$(1,185,728)
(5,858)
$
$ (10,998)
76
$
$
$
$

Fair
Value
12,068
$
$ 213,509
$(1,040,286)
$ (75,591)
2,645
$

(2,431)
(61)
(11,141)

(3,741)
(2,003)
(30,526)

Fair
Value
17,445
$
$ 185,953
$(1,231,980)
$ (45,202)
$ (10,998)
1,056
$
$
$
$

(3,692)
(2,166)
(11,141)

*Carrying value includes accrued interest and deferred fee income.

UNITED TECHNOLOGIES CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): A irline Industry and
Custom er Financing Assets
The Corporation has significant receivables and other
financing assets which result from its business activities
w ith com m ercial airline Industry custom ers totaling
$2,235 m illion and $2,219 m illion at December 31, 1993
and 1992, respectively. The commercial airline industry
and customer financing asset amounts prim arily include
assets of Pratt & Whitney, Hamilton Standard and UT
Finance Corporation.
Customer financing assets consist of the following;
In millions of dollars

1993

1992

Notes receivable
Leases receivable, less unearned income
of $311 and $13
Products under lease

$570

$365

367
19
956
42
$914

73
255
693
46
$647

Less: receivables due within one year

Scheduled m aturities of amounts included in notes and
leases receivable due after one year for the next five years
are $40 m illion in 1995, $49 m illion in 1996, $105 m illion in
1997, $58 m illion In 1998, and $643 m illion in 1999 and
thereafter.
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Customer aircraft financing activities are conducted
principally through UT Finance Corporation, its consoli
dated subsidiaries and certain other customer financing
operations.
The competitive commercial aircraft engine market often
requires customer financing commitments. These commit
ments may be in the form of guarantees, secured debt or
lease financing. At December 31, 1993, the Corporation
had commitments to finance or arrange financing for
approximately $1.3 billion of commercial aircraft. The
Corporation cannot currently predict the extent to which
these commitments w ill be utilized, since certain cus
tomers may be able to obtain more favorable term s using
traditional financing sources. From tim e to time, the
Corporation also arranges for third party investors to
assume a portion of its commitments. However, should all
current commitments be exercised as scheduled, the
maximum amounts that w ill be disbursed are as follows;
$174 m illion in 1994, $280 m illion in 1995, $204 m illion in
1996, $440 m illion in 1997, $112 m illion in 1998 and $67
m illion in 1999 and beyond. If exercised, the financing
arrangements w ill be secured by assets with fair values
exceeding the financed amounts.
Note 12: Fair Value o f Financial Instrum ents
FAS 107, “ Disclosures about Fair Value of Financial
Instruments,” requires the determ ination of fair value for
certain of the Corporation’s assets, liabilities and con
tin g e n t lia b ilitie s . W hen practicable, the follow ing
methods and assumptions were used to estimate the fair
value of those financial instrum ents included in the
following categories:

Cash and Short-Term Cash Investments
The carrying amount approximates fair value because of
the short m aturity of those instruments.
Investments and Receivables Due After One Year
The fair values of some investments and receivables are
estimated based on quoted market prices for those or
sim ilar instruments. For other investments and receiva
bles for which there are no quoted market prices, an
approximation of fair value is based upon projected cash
flows discounted at an estimated current market rate of
interest.
Customer Financing Assets
The fair values of customer financing assets are esti
mated based upon projected cash flows discounted at an
estimated current market rate of interest.
Long-Term Debt
The fair value of the Corporation’s long-term debt is
estimated based on the quoted market prices for the same
or sim ilar Issues or on the current rates offered to the
Corporation for debt of the same remaining m aturities.
Interest Rate Swap Agreements
The fair value of interest rate swaps (used for hedging
purposes) Is the estimated amount that the Corporation
would receive or pay to term inate the swap agreements
at the reporting date, taking into account current interest
rates and the current credit worthiness of the swap
counterparties.
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Foreign Currency Contracts
The fair value of foreign currency contracts (used for
hedging purposes) is estimated by obtaining quotes from
brokers.
Financing Commitments
It was not practicable, without incuring excessive cost, to
estimate the fair value of the Corporation’s financing
commitments totaling $1.3 billion at December 31, 1993.
The fair value of such commitments would be based upon
the amount a third party would charge for assuming the
Corporation’s obligation under the commitments. Addi
tional inform ation pertaining to these commitments is
included in Note 5.

Except for the financing commitments described above
and long-term debt, it is estimated that the carrying value
of all of the Corporation’s financial instrum ents approxi
mate fair value at December 3 1 ,1993. Based upon market
conditions at December 31,1993, the fair value of the
Corporation’s long-term debt exceeded the carrying value
by approximately $180 m illion.

Derivatives
AM ETEK, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10. Fair Value o f Financial Instrum ents
The recorded amount of cash, cash equivalents and marketable securities, and a derivative equity instrum ent approxi
mates fair value.
The estimated fair values of the com pany’s other financial instrum ents are compared below to the recorded amounts
at December 31.

Other investments..............................................................................
Long-term debt (including current portion)...........................................
Forward currency and commodity contracts.........................................
The fair values of securities and other investments are
based on quoted market value. The fair value of long-term
debt is estimated based on borrowing rates currently
available to the Company for loans with sim ilar term s and
m aturities. The fair value of forward currency and com
m odity contracts (used for hedging purposes) is based on
quotes from brokers for comparable contracts. See also
Note 12.
12. O ther M atters
The Company is In the process of im plem enting a plan
intended to enhance shareholder value, announced in
November 1993. The financial elements of the plan
involve the Company 1) com pleting an offering of $150 m il
lion in principal amount of Senior Notes to the public, 2)
borrowing $175 m illion under a proposed $250 m illion
secured credit agreement with a group of banks which w ill
replace an existing revolving credit agreement, 3) retiring
existing debt aggregating $185.4 m illion in principal
amount for a payment equal to the principle amount
thereof plus a prepayment premium of approxim ately $13
m illion (after tax), 4) repurchasing outstanding shares of
its common stock for an aggregate purchase price of up to
$150 m illion and 5) reducing its quarterly dividend rate on
its common stock from $.17 per share to $.06 per share.

Asset (Liability)(ln thousands)
December 31,1993
December 31,1992
Recorded
Estimated
Recorded
Estimated
Fair Value
Amount
Amount
Fair Value
$ 23,755
$ 28,000
$ 19,919
$ 23,000
(186,972)
(208,000)
(206,922)
(212,000)
—
1,600
—
11,000
In contem plation of its repurchase of common stock,
the Company has, from tim e to time, entered into deriva
tive instrum ents with a third party. Under the term s of the
derivative instruments, for a specific number of shares,
the Company is at risk for a decline in the market price of
the Company’s common stock from the inception to the
expiration date, at which tim e the instrum ents w ill be
settled in cash. As of December 31, 1993, the Company
had entered into derivative instrum ents which were meas
ured by the movement in market value of 3,184,500 shares
of common stock. At December 31, 1993, the Company
has recorded, in its equity, the effect of marking the
derivative instrum ents to market.
In February 1994, the Company settled all open deriva
tive instrum ents for approximately $330,000 (including
those entered into in January 1994) and entered into a new
derivative instrum ent which w ill expire on May 31, 1994.
Under the new derivative instrum ent, the Company, prior
to April 5, 1994, may exercise an option to purchase
3,924,200 shares of its common stock from the counter
party for $12.125 per share plus certain costs. If the option
is not exercised, the Company is at risk for a decline in the
average market price, as defined, of its common stock
based upon 3,924,200 shares of common stock.
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FINANCIAL INSTRUMENTS RECOGNIZED
IN BALANCE SHEET
Fair Value Estimated
ALCO STANDARD CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Financial Instrum ents
The Company uses financial instrum ents in the normal
course of its business. These financial instrum ents
include debt, commitments to extend credit and interest
rate swap agreem ents. The notional or contractual
amounts of these commitments and other financial instru
ments are shown in the table below.

Concentration of Credit Risk
The Company is subject to credit risk through trade
receivables and short-term cash investments. Credit risk
with respect to trade receivables is minimized because of
a large customer base and its geographic dispersion.
Short-term cash investments are placed with high creditq u a lity fin a n cia l in s titu tio n s and in short-duration
corporate and government debt securities. By policy, the
Company lim its the amount of credit exposure in any one
type of investment instrum ent.
Interest Rate Swap Agreements
The Company has entered into interest rate swap agree
ments to elim inate the im pact of changes in interest rates
on its finance subsidiary variable rate notes payable. At
September 30, 1993, the Company had outstanding
interest rate swap agreements with commercial banks,
having a total notional principal amount of $92,000,000.
Those agreements effectively change the Company’s
interest rate exposure on $92,000,000 of variable rate
notes due in 1994 through 1996 from variable to fixed rates
(ranging from 4.7% to 8.4%). The interest rate swap agree
ments mature at the tim e the related notes mature. The
Company is exposed to credit loss in the event of nonper
formance by the other parties to the interest rate swap
agreements. However, the Company does not anticipate
nonperformance by the counterparties.
Redeemable Preferred Stock of Subsidiary
In connection with the acquisition of Erskine House, the
Company assumed $25,000,000 of preferred stock which
contains mandatory redemption provisions from March
30, 2000 to March 30, 2005. Dividends are payable at an
annual rate of 9.14%.
The following methods and assumptions were used by the
Company in estim ating fair value disclosures for financial
instruments:

Cash, Short-Term Debt and Long-Term Receivables
The carrying amount reported in the balance sheet
approximates fair value.
Debt and Redeemable Preferred Stock of Subsidiary
The fair value of these instrum ents is estimated using a
discounted cash flow analysis.
Off-Balance-Sheet Instruments
Fair values for the Company’s off-balance-sheet instru
ments (interest rate swaps) are based on the estimated
costs to term inate the agreements.
The carrying amounts and fair values of the Company’s
financial instruments at September 3 0 ,1993 are as follows:

(In thousands)
Long-term debt
Notes payable to banks
Bond issue at interest rate of 8⅞ %
due 2001
Private placement debt due 1994-1998
Notes payable to insurance company
Industrial revenue bonds due 1994-1998
Sundry notes, bonds and mortgage
due 1993-2006
Finance subsidiaries debt
Redeemable preferred stock of subsidiary
Interest rate swaps

Carrying
Amount

Fair
Value

$300,000

$300,000

150,000
100,000
35,000
11,787

176,780
106,450
45,215
13,638

6,850
413,092
25,000

7,081
418,101
30,313
1,241

BAXTER INTERNATIONAL INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
\

Fair Values o f Financial Instrum ents
The carrying values of cash and cash equivalents,
accounts receivable and payable, and accrued liabilities,
approximate fair value due to the short-term m aturities of
these assets and liabilities.
Investments in affiliates are accounted for by both the
cost and equity methods and pertain to several minor
equity investments in privately-held companies for which
fair values are not readily available, but are believed to
exceed carrying amounts. The assets and liabilities of the
company also include the following categories of financial
instrum ents as of December 3 1 , 1993 (in m illions):
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Insurance receivables
Total short-term debt
Total long-term debt and
lease obligations
Long-term litigation liabilities

Carrying
Approximate
Amounts
___________
Fair Values
December 31,
December 31,
1993
1992
1993
1992
_ $ 222
_
$ 509
271 $ 351
271 $ 351
3,351
674

2,582
—

3,489
384

2,714
—

The aggregate fair value of total short-term debt approxi
mates its carrying amount because of the recent and
frequent repricing based on market conditions. The fair
value of long-term debt and lease obligations was based
on quoted market prices for the same or sim ilar issues,
giving consideration to quality, interest rates, m aturity and
other significant characteristics. Although the company’s
litigation has not yet been settled, the estimated fair
values of insurance receivables and long-term litigation
liabilities were computed by discounting the expected
cash flows based on currently available inform ation.
THE GILLETTE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Financial Instrum ents
The Company uses financial instruments, principally
swaps, forward contracts and options, in its management
of foreign currency and interest rate exposures. These
contracts hedge transactions and balances for periods
consistent with its committed exposures.
Realized and unrealized foreign exchange gains and
losses are recognized and offset foreign exchange gains
or losses on the underlying exposures. The interest
differential paid or received on swap agreements is recog
nized as an adjustm ent to interest.
At December 3 1 ,1993, the Company had $75 m illion of
contracts outstanding, which mature during 1994. In 1992,
similar contracts amounted to $701 million. These amounts
exclude the swap agreements described in the Debt note.
The contracts prim arily require the Company to purchase,
sell or swap certain foreign currencies either w ith or for
U.S. dollars and Deutschmarks at the contracted rate.
Several major international financial institutions are
counterparties to the company’s financial instruments. It
Is Company practice to m onitor the financial standing of
the counterparties and lim it the amount of exposure with
any one institution. The Company may be exposed to
credit loss in the event of nonperformance by the counter
parties to these contracts, but does not anticipate such
nonperformance.
W ith respect to trade receivables, concentration of
credit risk is lim ited, due to the diverse geographic areas
covered by Company operations. Any probable bad debt
loss has been provided for in the allowance for doubtful
accounts.

The estimated fair value of the Company’s financial
instrum ents are summarized below.

(Millions of dollars)

Carrying Estimated
Amount Fair Value

December 31,1993
Long-term investments
Total long-term debt
Foreign currency and interest rate contracts

$ 54.8
(886.3)
(4.7)

$ 58.5
(887.6)
(11.0)

December 31,1992
Long-term investments
Total long-term debt
Foreign currency and interest rate contracts

$ 43.9
(722.8)
4.7

$ 50.9
(718.2)
3.8

The carrying amounts for cash, short-term investments,
receivables, accounts payable and accrued liabilities, and
loans payable approximate fair value because of the short
m aturity of these instruments. The fair value of long-term
investments is estimated based on quoted market prices.
The fair value of long-term debt, including the current
portion, is estimated based on current rates offered to the
Company for debt of the same rem aining m aturities. The
fair values of foreign currency and interest rate contracts,
including swaps described in the Debt note, are estimated
based on dealer quotes. These values represent the
estimated amount the Company would receive or pay to
term inate agreements, taking into consideration current
exchange and interest rates and the current creditw orthi
ness of the counterparties.
M .A. HANNA COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Fair Value o f Financial Instrum ents
The following methods and assumptions were used by the
Company in estim ating fair value disclosures for financial
instrum ents:

Cash, Cash Equivalents and Short-Term Securities
The carrying amount reported in the balance sheet
approximates fair value.
Long and Short-Term Debt
The carrying amount of the Company’s short-term bor
rowings approximates fair value. The fair value of the
Company’s Senior Notes are based on quoted market
prices. The carrying amount of the Company’s borrow
ings under its long-term revolving credit agreements and
other long-term borrowings approximates fair value.
Off-Balance-Sheet Instrum ents
Fair values for the Company’s off-balance-sheet instru
ments (interest rate swaps) are based on pricing models
or form ulas using current assumptions.
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The carrying amounts and fair values of the Company’s financial instruments at December 31, 1993 and 1992 are
as follows:
1992

1993
In thousands
Cash and cash equivalents....................................
Short-term securities...................... ....................
Notes payable to banks........................................
Long-term debt
9% Senior Notes .............................................
9.375% Senior Notes........................................
Credit agreements.............................................
Other..............................................................
Interest rate swaps..............................................

...............................
...............................
...............................
...............................
...............................
...............................
...............................

............................

Carrying
Amount
$ 37,645
5,061
2,478

Fair
Value
$ 37,645
5,061
2,478

Carrying
Amount
$ 54,277
25,702
2,312

Fair
Value
$ 54,277
25,702
2,312

150,000
150,000
17,787
5,056
—

172,500
180,000
17,787
5,056
365

150,000
150,000
45,250
6,352
—

159,000
161,191
45,250
6,352
1,094

THE INTERLAKE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A ll dollar am ounts in thousands except
where indicated)
Note 16— Fair Value o f Financial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value:

Cash and Cash Equivalents
The carrying amount approximates fair value because of
the short m aturities of such instruments.
Other Assets
The fair values for financial instrum ents included in other
assets were estimated based on quoted market prices for
the same or sim ilar issues.
Long-Term Debt (See Note 15)
The interest rate on the Company’s bank debt is reset
every quarter to reflect current market rates. Conse
quently, the carrying value of the bank debt approximates
fair value. The fair values of the long-term debt, other than
bank debt were estimated based on quoted market prices
for the same or sim ilar issues.
Convertible Exchangeable Preferred Stock (See Note 12)
The fair value of the preferred stock, which was issued in
a private placement, is estimated at carrying value as
such stock is not traded in the open market and a market
price is not readily available.
Foreign Exchange Contracts (See Note 1)
The fair value associated with the foreign currency con
tracts has been estimated by valuing the net position
of the contracts using spot rates as of the end of the
fiscal year.

Interest Rate Swap Agreements (See Note 15)
The fair value of interest rate swaps (used for hedging
purposes) is the estimated amount that the Company
would pay to term inate the swap agreements at the report
ing date, taking into account current interest rates and the
present creditworthiness of the swap counterparties.
Under the restrictions of the bank credit agreement, the
Company does not expect to cancel these agreements,
and expects them to expire as originally contracted.
The estimated fair values of the Company’s financial
instrum ents are as follows:

Cash and cash equivalents
Other assets*
Long-term debt**
Convertible exchangeable preferred stock
Foreign currency contract assets
Interest rate swap liabilities

December 26,1993
Fair
Carrying
Amount
Value
31,934
$ 31,934
6,996
6,942
435,754
432,905
39,155
39,155
—
(75)
1,824
12,226

Includes current maturities
Includes current maturities and excludes capitalized long-term leases
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LORAL CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Financial Instruments
The carrying amount of cash and cash equivalents
approximates fair value. Except as disclosed in Notes 5
and 11, all other financial instrum ents are not material.
5 (In Part): Debt
At March 31, 1993, the fair value of total debt, based on
quoted market prices or on current rates for sim ilar debt
with the same maturities, was approximately $554,500,000
compared to the carrying amount of $534,015,000.
11 (In Part): R elated Party Transactions
In 1989, the Company sold its Aircraft Braking Systems
and Engineered Fabrics divisions to K&F Industries, Inc.
(“ K&F” ), a company which the Chairman of Loral owns
35% of the capital stock and certain executive officers of
Loral own rights to purchase 4% of the capital stock. In
connection with the sale, K&F issued to the Company a
$30,000,000 14¾ % subordinated convertible debenture
due 2004, convertible into 15% of the common equity of
K&F. In accordance with Securities and Exchange Com
mission Staff Acounting Bulletin No. 81, the value of the
debenture has not been recognized by the Company.
Although the fair value of the subordinated convertible
debenture is not readily determinable, the Company
believes that such value is not significantly different than
its face amount.

MEDTRONIC, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands o f dollars, except per share data)
Note 4— Financial Instrum ents

Foreign Currency Instruments
The company enters into forward exchange and option
contracts to hedge foreign currency risk. The effect of this
practice is intended to minimize the impact of foreign
exchange rate movements on the company’s operating
results. The company had the following outstanding finan
cial instruments:

Forward exchange contracts
Foreign currency put options
Foreign currency call options

April 30,
1992
1993
$119,067 $ 88,501
135,600
131,086
99,600

The company enters into these option and forward
exchange contracts, which typically expire within one
year, to hedge anticipated foreign currency transactions.
Such transactions, prim arily export intercompany sales,

are probable, but not firm ly com m itted. The carrying
amounts of forward contracts are adjusted at each balance
sheet date for changes in exchange rates. Unrealized
gains and losses on options that are designated and effec
tive as hedges on such transactions are deferred and
recognized in income in the same period as the hedged
transaction. The net gain deferred on such options totaled
$6,523 and $10,250 at April 30,1993 and 1992, respectively.
Other Financial Instruments
The carrying amounts and estimated fair values of the
company’s significant other financial instrum ents at April
3 0 , 1993, are as follows:

Cash and short-term investments
Long-term investments
Short-term borrowings
Long-term debt

Carrying
Amount
$155,978
57,533
86,115
16,600

Fair
Value
$155,978
79,983
86,115
16,956

Fair values of short-term financial instrum ents approxi
mate their carrying values due to their short maturity. The
fair values of certain long-term investments are based on
quoted market prices for those or sim ilar investments. For
long-term investments which have no quoted market
prices, a reasonable estimate of fair value was made
using available market inform ation and appropriate valua
tion techniques. The fair value of long-term debt is based
on quoted market prices for the same or sim ilar issues or
on the current rates offered to the company for debt of
sim ilar m aturities. The estimates presented above on
long-term financial instrum ents are not necessarily
indicative of the amounts that would be realized in a
current market exchange.
Concentrations of Credit Risk
Financial instrum ents, which potentially subject the
company to significant concentrations of credit risk, con
sist principally of cash investments and trade accounts
receivable.
The company maintains cash and cash equivalents,
investments, and certain other financial instrum ents with
various major financial institutions. The company per
forms periodic evaluations of the relative credit standing
of these financial institutions and lim its the amount of
credit exposure with any financial institution.
Concentrations of credit risk with respect to trade
accounts receivable are lim ited due to the large number of
customers and their dispersion across many geographic
areas. However, a significant amount of trade receivables
are with national health care systems in several countries
w ithin the European Economic Community. Although the
com pany does not c u rre n tly forsee a c re d it risk
associated with these receivables, repayment is depen
dent upon the financial stability of those countries’
national economies.
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REPUBLIC GYPSUM COMPANY (JUN)

OMNICOM GROUP INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

11. Fair Value o f Financial Instrum ents
SFAS No. 107 “ Disclosures about Fair Value Financial
Instruments,” which was adopted by the Company in
1992, requires ail entities to disclose the fair value of finan
cial instrum ents for which it is practicable to estimate
fair value.
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value:

11. Fair Value o f Financial Instrum ents
On July 1, 1992, the Company adopted SFAS No. 107,
“ Disclosure about Fair Value of Financial Instrum ents” ,
which requires the disclosure of the fair market value of
off- and on-balance-sheet financial instruments. The
following table summarizes the carrying amounts and
estimated fair values of the Company’s financial instru
ments for which it is practicable to estimate that value as
of June 3 0 , 1993.

Cash and Marketable Securities
Marketable securities consist principally of investments in
short-term , interest bearing instruments. The carrying
amount approximates fair value.
Long-Term Investments
Included in deferred charges and other assets are long
term investments which consist principally of an investment
in Aegis Group plc., a publicly traded company, carried at
fair market value and related stock warrants carried at
cost. The fair value of the warrants was determined using
an option pricing model. The rem aining amounts, carried
at cost, approximate estimated fair value.
Long-Term Debt
The fair value of the Company’s convertible subordinated
debenture issues was determined by reference to quota
tions available in markets where those issues are traded.
These quotations prim arily reflect the conversion value of
the debentures into the Company’s common stock. These
debentures are redeemable by the Company, at prices
explained in Note 7, which are significantly less than the
quoted market prices used in determ ining the fair value.
The fair value of the Company’s rem aining long-term debt
was estimated based on the current rates offered to the
Company for debt with the same rem aining m aturities.
Swap Agreements and Forward Contracts
The fair value of interest rate swaps and forward contracts
is the estimated amount that the Company would receive
or pay to term inate the agreements at December 3 1 ,1993.
The estimated fair value of the Company’s financial
instrum ents at December 3 1 , 1993 is as follows:

Cash and marketable securities
Long-term investments
Long-term debt
Other financial instruments:
Interest rate swaps
Forward contracts

(Dollars in Thousands)
Carrying
Fair
Amount
Value
$212,836 $212,836
26,015
27,672
300,204
370,941

(288)

(2,457)
(288)

Cash and cash equivalents
Current investments and
marketable securities
Long-term investments
Notes receivable

Carrying
Amount
$2,474,000

Estimated
Fair Value
$2,474,000

3,143,000

3,143,000

122,000

122,000

332,000

351,000

The following methods and assumptions were used to esti
mate the fair value of each class of financial instrument:
Cash and Cash Equivalents
The carrying amount is assumed to approximate fair value
because of the short m aturities of those instruments.
Current Investments and Marketable Securities
The estimated fair value of current investments and mar
ketable securities is based on quoted market prices for
those or sim ilar investments.
Long-Term Investments
The estimated fair value of long-term investments is
based on quoted market prices for those or sim ilar
investments.
Notes Receivable
The estimated fair value of notes receivable is based on
discounting future cash flows using current interest rates
at which sim ilar loans would be made to borrowers with
sim ilar credit ratings for the same remaining m aturities.
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SNAP-ON TOOLS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13. Fair Value o f Financial Instrum ents
In December of 1991, Statement of Financial Accounting
Standards (SFAS) No. 107, “ Disclosure about Fair Value of
Financial Instrum ents,” was issued. This standard
requires that the Corporation disclose the fair value of
financial instrum ents for both on- and off-balance-sheet
assets and liabilities for which it is practicable to estimate
that value. The techniques used for this valuation are
significantly affected by the assumptions used, including
the discount rate and estimates of future cash flows. The
calculated fair value estimates, therefore, cannot be
substantiated by comparison to independent markets.
The following methods and assumptions were used in
estim ating the fair value for financial instrum ents;

Installm ent Contracts
A discounted cash flow analysis was made over the aver
age life of a contract using a discount rate currently availa
ble to the Corporation adjusted for credit quality, cost, and
profit factors. This resulted in a fair value of approximately
$425 m illion versus a carrying amount of $367 m illion.
Interest Rate Swap Agreement
The fair value of the agreement was based on a quote
from the financial institution with which it is made. As of
January 1 , 1994, the cost to the Corporation to term inate
this agreement was $3.5 m illion.
All Other Financial Instruments
The carrying amounts approximate fair value based on
quoted market prices or discounted cash flow analysis for
cash equivalents, debt, forward exchange contracts, and
other financial instruments.

Not Practicable To Estimate Fair Value
KERR-McGEE CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Futures Contracts
The company periodically enters into futures contracts
for com m odities to hedge a portion of its petroleum
products inventories and natural gas sales and into
forward contracts for foreign currencies to hedge specific
foreign currency transactions. The resulting gains or
losses are deferred and recognized as part of the trans
actions hedged.

At December 31,1993, the company had foreign currency
contracts maturing between January 1994 and December
1995 to purchase for $209 m illion various foreign curren
cies (105 m illion British pounds sterling and $72 m illion
Australian). The company had contracts to sell for $10 m il
lion various currencies, principally European currencies,
which mature at various dates during 1994. At year-end
1992, the Company had foreign currency contracts
m aturing between January 1993 and December 1995 to
purchase for $243 m illion various foreign currencies (147
m illion British pounds sterling and $16 m illion Australian).
The company also had contracts to sell for $7 m illion
various currencies, principally European currencies,
m aturing at various dates during 1993. Based on financial
institutions’ quotes, the net aggregate replacement cost
of the contracts outstanding at December 31, 1993 and
1992, totaled $192 m illion and $221 m illion, respectively.
13. Fair Value o f Financial Instrum ents
The carrying amount and estimated fair value of the com
pany’s financial instruments, excluding foreign currency
contracts discussed in Note 1, at December 31,1993 and
1992, are as follows:

1993
1992
Fair Carrying
Fair
Carrying
(In millions of dollars)
Amount Value Amount Value
Cash and short-term investments $ 96 $ 96
$ 66 $ 66
Long-term investments—
15
15
U.S. government obligations
26
26
Equity securities and notes
—
—
receivable
16
46
Long-term debt
(633) (764)
(801) (920)
The carrying amount of cash and other short-term invest
ments approximates fair value of those instrum ents due
to their short maturity. The fair value of U.S. government
obligations and equity securities is based on quoted
market prices. The fair value of notes receivable is based
on discounted cash flows. The fair value of the company’s
long-term debt is based on the quoted market prices
for the same or sim ilar debt issues or on the current
rates offered to the company for debt with the same
remaining maturity.
it was not practicable to estim ate the fair value of
financial instrum ents totaling $12 m illion and $64 m illion
at December 31, 1993 and 1992, respectively. These
financial instrum ents include investments in untraded,
closely held companies that are carried in the Consolidated
Balance Sheet at original cost of $2 m illion and $14 m illion
at December 31, 1993 and 1992 respectively. It was not
practicable to estimate the fair value of long-term notes
receivable held in connection w ith the sales of discon
tinued operations as the instrum ents are not marketable.
At December 3 1 ,1993, one such note was outstanding in
the amount of $10 m illion (3.8% average 1993 interest
rate). This note matures in November 1997. The other note
was paid in full in 1993 prior to its scheduled 1997 m aturity
(see Note 22). At December 31, 1992, these notes were
carried at $40 m illion (3.8% average 1992 interest rate)
and $10 m illion (4.5% average 1992 interest rate).

Financial Instruments

THE SHERWIN-WILLIAMS COMPANY (DEC)
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Financial Instruments Of
Nonhomogeneous Operations

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands o f dollars unless otherw ise indicated)

HARCOURT GENERAL, INC. (OCT)
Note 1 (In Part): S ignificant Accounting Policies

Fair Value of Financial Instruments
The following methods and assumptions were used by the
Company in estim ating its fair value disclosures for finan
cial instrum ents:
Cash and Cash Equivalents
The carrying amounts reported in the consolidated
balance sheets for cash and cash equivalents approxi
mate fair value.
Short-Term Investments
The carrying amounts reported in the consolidated
balance sheets for marketable debt and equity securities
are based on quoted market prices and approximate
fair value.
Long-Term Debt (Including Current Portion)
The fair values of the Company’s publicly traded deben
tures, shown below, are based on quoted market prices.
The fair values of the Company’s non-traded debt, also
shown below, are estimated using discounted cash flow
analyses, based on the Company’s current incremental
borrowing rates for similar types of borrowing arrangements.

Publicly traded debt
Non-traded debt

December 31,1993
Carrying
Fair
Amount
Value
$29,235 $37,071
10,084
7,446

December 31,1992
Fair
Carrying
Amount
Value
$49,260 $55,538
23,722
19,931

interest Rate Swaps
The fair values for the Company’s off-balance-sheet Instru
ments, based on pricing models or form ulas using current
assumptions for comparable instruments, totaled $1,094
and $2,722 at December 3 1 ,1993 and 1992, respectively.
Non-Traded Investments
It was not practicable to estimate the fair value of the Com
pany’s investm ent in certain nontraded investm ents
because of the lack of quoted market prices and the inabil
ity to estimate fair values w ithout incurring excessive
costs. The carrying amounts, included in other assets, of
$25,778 and $21,431 at December 31, 1993 and 1992,
respectively, represent the Company’s best estimate of
current economic values of these investments.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Fair Value o f Financial Instrum ents
During the normal course of business the Company uses
various financial instruments. Discussed below is the fair
value of financial instrum ents not presented elsewhere in
these financial statements.

Interest Rate Swap
The fair value of NMG’s interest rate swap is the amount at
which it could be settled based on estimates obtained
from dealers. The estimated pre-tax cost to settle the
interest rate swap was approxim ately $6.6 m illion at July
3 1 ,1993. This amount changes during the life of the swap
as a function of maturity, interest rates and the credit
standing of the parties to the swap agreement. If the swap
is held to maturity, no settlem ent cost is incurred.
Long-Term Debt
The fair value of Harcourt General’s and NMG’s senior
debt and subordinated notes was $832.8 m illion on
October 31, 1993 and was based upon comparable
publicly-traded issues or discounted cash flows. The
discount rate used was based upon the Company’s esti
mated current incremental borrowing rates.
Policyholder Reserves and Deposits
Policyholder reserves and deposits include immediate
and deferred annuities; structured settlem ents not involv
ing life contingencies; and insurance contracts. As of
October 31, 1993, the fair value of these liabilities was
$2,473.2 m illion. The fair value for immediate annuities
and structured settlem ents was computed as the present
value of the future payments under these contracts
discounted at 7.1%. The fair value for deferred annuities
was computed as the account value less the surrender
charge that would apply if the contract were surrendered,
adjusted to recognize any interest valued above the
current credited rate guaranteed beyond October 31,
1993. Market adjusted annuity contracts were further
adjusted by the market value adjustm ent form ula speci
fied in such contracts.

122

Section 1: General

PACCAR INC (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
R Fair Values o f Financial Instrum ents
The following methods and assumptions were used by the
Company in determ ining its fair value disclosures for
financial instrum ents:

Cash and Equivalents
The carrying amount reported in the balance sheet
approximates fair value.
Marketable Securities
Marketable securities consist of debt securities. Fair values
are based on quoted market prices.
Financial Services Net Receivables
For variable-rate loans, including wholesale financings
that reprice frequently with no significant change in credit
risk, fair values are bsed on carrying values. For fixed-rate
loans, fair values are estimated using discounted cash
flow analyses based on interest rates currently being
offered for loans with sim ilar terms to borrowers of sim ilar
credit quality. The carrying amount of accrued interest
and other receivables approximates its fair value. Direct
financing lease receivables and the related loss provi
sions are not included in net receivables.
Short- and Long-Term Debt
The carrying amount of the Company’s commercial paper
and short-term bank borrowings and floating-rate long
term debt approximates its fair value. The fair value of the
Company’s fixed-rate long-term debt is estimated using
discounted cash flow analyses, based on the Company’s
current incremental borrowing rates for sim ilar types of
borrowing arrangements.
Off-Balance-Sheet Instruments
Fair values for the Company’s interest-rate contracts are
based on fees currently charged to enter into sim ilar
agreements, taking into account the rem aining term s of
the agreements and the counterparties’ credit standing.
The carrying amounts of trade payables and receiva
bles approximate their fair value and have been excluded
from the accompanying table.
The carrying amounts and fair values of the Company’s
financial instrum ents are as follows:

1993
Manufacturing:
Cash and equivalents
Marketable securities
Short-term debt
Long-term debt
Financial Services;
Cash and equivalents
Net receivables
Commercial paper and bank loans
Long-term debt

Carrying
Amount

Fair
Value

$ 206.2
235.7
1.7
9.0

$ 206.2
238.5
1.7
9.0

17.0
1,321.8
696.0
709.1

17.0
1,332.6
696.0
713.7

The Company’s off-balance-sheet financial instruments,
c o n s is tin g p rim a rily o f in te re s t-ra te agreem ents,
represented an additional liability of $3.7 if recorded at fair
value at December 3 1 , 1993.

1992
Manufacturing:
Cash and equivalents
Marketable securities
Short-term debt
Long-term debt
Financial Services:
Cash and equivalents
Net receivables
Commercial paper and bank loans
Long-term debt

Carrying
Amount

Fair
Value

$ 235.8
214.3
1.3
9.3

$ 235.8
217.2
1.3
9.3

14.6
918.8
580.4
494.4

14.6
930.7
580.4
504.9

The Company’s off-balance-sheet financial instruments,
c o n s is tin g p rim a rily o f in te re s t-ra te agreem ents,
represented an additional liability of $6.4 if recorded at fair
value at December 3 1 , 1992.

CONCENTRATIONS OF CREDIT RISK
AMCAST INDUSTRIAL CORPORATION (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in thousands except p er share data)
M ajor Custom ers and C redit C oncentration
The company sells products to customers prim arily in the
United States. The company perform s ongoing credit
evaluations of customers and generally does not require
collateral. Allowances are maintained for potential credit
losses, and such losses have been w ithin management’s
expectations.
On August 31, 1993, trade receivables were concen
trated w ithin the dom estic automotive ($8,743) and con
struction ($18,791) industries.
Sales to the Engineered Components’ largest cus
tomer, General Motors Corporation, were approximately
$60,000, $80,400, and $72,400 for the years ended August
3 1 , 1993,1992, and 1991, respectively. Trade receivables
from General Motors Corporation on August 31, 1993,
were $5,778 and were current. No other single customer
accounted for a material portion of trade receivables.

Concentrations of Credit Risk

AM ERICAN MAIZE-PRODUCTS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Concentration of Credit Risk
Financial instrum ents which potentially subject the Com
pany to a concentration of credit risk principally consist of
cash, cash equivalents and trade receivables.
The Company sells its principal products to a large
number of customers in many different industries and
geographies. As of December 3 1 ,1993, approximately 10%
(with 11 customers) of recorded trade receivables were
concentrated in the soft drink industry. To reduce credit
risk, the Company performs ongoing credit evaluations of
its customers’ financial conditions but does not generally
require collateral.
The Company invests available cash in money market
securities of various banks, commercial paper of indus
trial and other companies with high credit ratings and
securities backed by the United States government.
BMC INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11. C oncentrations o f C redit R isk
Approxim ately 71% of the trade accounts and notes
receivable before allowances (“ receivables” ) of Precision
Imaged Products at December 3 1 ,1993 were represented
by four customers. Approximately 34% of the receivables
of Optical Products at December 31, 1993 were repre
sented by 20 customers. These 24 customers represented
approximately 56% of the Company’s consolidated receiv
ables at December 31,1993, with one customer of Precision
Imaged Products representing approximately 25%.

BLOUNT, INC. (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Financial Instrum ents and
C redit R isk Concentration
At February 2 8 ,1993, approximately 50% of the Company’s
accounts receivable arose from manufacturing operations
with the remainder resulting principally from construction
operations. The Company has m anufacturing or distribu
tion operations in Brazil, Canada, Europe, Japan and the
United States, and has customers in these locations,
prim arily in the United States, and other countries
throughout the world. Accounts receivable from manu
facturing customers are principally from service and
dealer groups, distributors and chainsaw manufacturers,
and are generally not collaterized, except for equipment
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sold under floor plan arrangements. The Company’s
current construction business activity is prim arily with
customers w ithin the United States and Kuwait. At Febru
ary 28, 1993, approximately 54% of accounts receivable
from construction activities were from governmental
entities with the balance principally from customers in
private industry. Construction related accounts receivable
are generally larger and from a sm aller base of customers
than those from m anufacturing operations. Although con
struction receivables are generally not collateralized, the
Company may place liens or their equivalent on completed
construction work in the event of custom er non-payment.
CATERPILLAR INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions except per share data)
20. C oncentration o f C redit R isk
Financial instrum ents which potentially subject the com
pany to credit risk consist prim arily of trade and finance
receivables and short-term and long-term investments.
Trade receivables are prim arily short-term receivables
from independently owned and operated dealers which
arise in the normal course of business. The company
performs regular credit evaluations of its dealers. The
company generally doesn’t require collateral, and the
m ajority of its trade receivables are unsecured. The
company does make use of various devices such as
security agreements and letters of credit to protect its
interests as it deems necessary. No single dealer or
region represents a significant concentration of credit
risk. At December 3 1 ,1993 and 1992, the carrying value of
trade receivables approximated fair value.
Finance receivables prim arily represent receivables
under installm ent sales contracts, receivables arising
from leasing transactions, and notes receivable. The
company generally maintains a secured interest in the
equipm ent financed. Receivables from customers in
construction-related industries made up approximately
31%, 33% , and 33% of total finance receivables at
December 31, 1993, 1992 and 1991, respectively. No
single custom er or region represents a significant con
centration of credit risk. Fair value inform ation on finance
receivables is included in Note 10.
The company has short-term and long-term investments
with high quality institutions and, by policy, lim its the
amount of credit exposure to any one institution. At
December 3 1 ,1993 and 1992, the carrying value of short
term Investments approximated fair value. Long-term
investments are held by Caterpillar Insurance Co. Ltd. and
VEBA trusts (Note 5B) and are a component of “ Other
assets” on Statement 3. At December 3 1 ,1993 and 1992,
the carrying value of long-term investments was $362 and
$353, respectively, which, based on quoted market prices,
approximated fair value.
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CLARCOR INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands except p e r share data)

Tubular
Rail
Construction

A (In P art): Accounting Policies

Concentrations of Credit
Financial instrum ents which potentially subject the Com
pany to concentrations of credit risk consist principally of
tem porary cash investments and trade receivables. The
company places its tem porary cash investments with
high credit quality financial institutions and in high grade
m unicipal securities. At November 3 0 , 1993 and 1992, the
Company held short-term securities of m unicipal govern
ment agencies with a total cost of $7,680 and $10,250,
respectively. Also, at November 30, 1992, the Company
had a repurchase agreement w ith a financial institution
for $2,500. Concentrations of credit risk with respect to
trade receivables are lim ited due to the Company’s large
number of customers and their dispersion across many
different industries.
DOSKOCIL COMPANIES INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. Concentrations o f C redit R isk
The concentrations of credit risk with respect to trade
receivables are, in management’s opinion, considered
minimal due to the Company’s diverse custom er base.
The Company sells to customers located throughout
the United States and in Japan and Canada. Credit
evaluations of its custom ers’ financial conditions are per
formed periodically, and the Company generally does not
require collateral from its customers. As of January 1,
1994, the Company had concentrations of cash in bank
balances totaling approximately $4.7 m illion located at
eight banks which exposes the Company to concentra
tions of credit risk.

1993
$ 7,162
13,506
15,159
$35,827

1992
$15,645
6,532
13,251
$35,428

Credit is extended on an evaluation of the custom er’s
financial condition and generally collateral is not required.
NATIONAL INTERGROUP, INC. MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note H— O ff-Balance-Sheet R isk and
C oncentration o f C redit R isk
Trade receivables subject the Corporation to a concen
tration of credit risk with customers in the retail sector.
This risk is lim ited due to the large number of customers
com prising the Corporation’s custom er base and their
geographic dispersion although in 1993 one customer,
Phar-Mor, accounted for more than 10% of net sales. The
Corporation perform s ongoing credit evaluations of its
customers’ financial condition and, generally, requires no
collateral from its customers. In August 1992 Phar-Mor,
the Corporation’s largest customer, filed for protection
under Chapter 11 of the U.S. Bankruptcy Code (see
Note F).

SEARS, ROEBUCK AND CO. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. S ignificant Group C oncentrations o f C redit R isk
The Company invests in state and m unicipal bond hold
ings and grants credit to customers thoughout the nation.
The five states in which the Company had the largest
amount of mortgage loans, retail customer receivables,
including those sold w ith recourse, and state and m unici
pal bond holdings were as follows:

L. B. FOSTER COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3. Accounts Receivable
Accounts receivable at December 3 1 , 1993 and 1992 are
summarized as follows (in thousands):

Trade
Allowance for doubtful accounts
Other

1993
1992
$37,425 $36,949
(1,598)
(1,521)
34
498
$35,861 $35,926

The Company’s customers are principally in the tubular,
rail and construction segments of the economy. As of
December 31, 1993 and 1992, trade receivables, net of
allowance for doubtful accounts, from customers in these
markets were as follows:

Millions
California
Texas
Florida
Illinois
New York

December 31
1993
1992
$3,931 $3,686
3,633
3,399
3,037
3,201
2,513
2,126
2,390
2,041
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SPRINGS INDUSTRIES, INC. (DEC)

W ARNER-LAMBERT COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting Policies

Note 10 (In Part): F inancial Instrum ents
Financial instruments that potentially subject the company
to concentrations of credit risk are trade receivables and
interest-bearing investments. The company sells a broad
range of products in the health care and confectionery
businesses worldwide. Due to the large number and diver
sity of the company’s customer base, concentrations of
credit risk w ith respect to trade receivables are lim ited.
The company does not norm ally require collateral. The
company places substantially all of its interest-bearing
investments with major banks throughout the world in
high-quality short-term liquid instruments, and lim its the
amount of credit exposure to any one financial institution.

Accounts Receivable
Springs has a diverse customer base across a variety of
industries. The Company performs ongoing credit evalua
tions of its customers’ financial condition and, generally,
requires no collateral from its customers. The allowance
for doubtful accounts was approximately $6,235,000 and
$10,738,000 in 1993 and 1992, respectively, which manage
ment believes is adequate to provide for normal credit
losses, as well as losses for customers who have filed for
protection under the bankruptcy laws.
TEM TEX INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): S ignificant Accounting Policies

Concentration of Credit Risk
The Company manufactures and sells fireplace and face
brick products to companies in the construction industry.
The Company performs periodic credit evaluations of its
customers’ financial condition and generally does not
require collateral. Receivables generally are due within 30
days. C redit losses consistently have been w ithin
management’s expectations.
THE UNITED STATES SHOE CORPORATION (JAN)

SUBSEQUENT EVENTS
Events or transactions which occur subsequent to the
balance sheet date but prior to the issuance of the financial
statements and which have a material effect on the finan
cial statements should be either recorded or disclosed in
the financial statements. Section 560 of Statem ent on
A uditing Standards No. 1 sets forth criteria for the proper
treatm ent of subsequent events. Table 1-14 lists the subse
quent events disclosed in the 1993 financial statements of
the survey companies.
Examples of subsequent event disclosures follow.

TABLE 1-14: SUBSEQUENT EVENTS
Number of Companies
1993 1992 1991 1990

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4. C oncentration o f C redit R isk
The Company’s footwear wholesaling business sells
prim arily to independent retailers and departm ent stores
across the United States. Receivables arising from these
sales are not collateralized. Credit risk is affected by con
ditions or occurrences w ithin the economy and the retail
industry. The company establishes an allowance for
doubtful accounts based upon factors surrounding the
credit risk of specific customers, historical trends and
other infomation. No single custom er accounted for more
than 10% of the company’s receivables balance as of
January 2 9 , 1994.

Debt incurred, reduced
or refinanced..........................
Business combinations pending
or effected.............................
Litigation .................................
Discontinued operations..............
Capital stock issued or
purchased .............................
Stock splits or dividends............
Stock purchase rights...............
Employeebenefit plans..............
Other— described......................

85

85

95

66

42
30
26

56
31
36

43
43
36

36
43
23

17
8
3
18
55

14
8
4
16
56

23
23
5
17
54

9
15
6
25
61

126

Section 1: General

Debt Incurred, Reduced Or Refinanced
ALUM INUM COMPANY OF AM ERICA (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except share am ounts)
U. Subsequent Events
In February 1994, Alcoa issued $250 of 5¾ % Notes due
2001. The net proceeds were used to redeem $225 of
Alcoa’s 7% Debentures due 2011. These debentures
carried an effective yield of 14.7%.
The early payment of the debentures w ill result in an
extraordinary loss in the 1994 first quarter of $67.9.
in February 1994, Alcoa announced that it would reduce
prim ary aluminum production in its US. operations by
100,000 m etric tons (mt) per year. Alcoa of Australia
separately announced reductions of 25,000 mt at its Point
Henry sm elter in Geelong, Australia and 26,000 mt at the
Portland, Australia smelter. Alcoa of Australia has a 45%
interest in the Portland smelter.

EASTMAN KODAK COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
The Company announced on March 2, 1994 that it has
elected to redeem the zero coupon convertible sub
ordinated debentures due 2011 on April 1, 1994. The
redemption price is $312.14 per debenture. Each deben
ture may be converted into the Company’s common stock
at a conversion rate of 6.944 shares per debenture at any
tim e before the close of business on April 1 , 1994.

ETHYL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
21. (In Part): Subsequent Events

New Credit Facility
On February 1 6 ,1994, the Company entered into a new,
five-year, $1-billion unsecured credit facility to replace its
existing $700-million credit agreement. On March 1 , 1994,
the credit facility w ill autom atically be split into two sepa
rate $500-million facilities upon the scheduled spin-off of
the Company’s Chem icals Businesses as contained in a
w h o lly owned su b sid ia ry, A lb e m a rle C orporation
(Albemarle). The initial proceeds from the Albemarle credit
facility w ill be utilized by Albem arle to absorb the planned
transfer from the Company to Albem arle of a portion of the
Company’s borrowing under the credit facility. Fees of up
to 3/8 of 1% per annum are assessed on the unused
portion of the commitment. The credit facility permits
borrowing for the next five years at various interest rate
options. The facility contains a number of covenants,
representations and events of default typical of a credit
facility agreement of this size and nature, including financial

covenants requiring the Company to maintain consoli
dated indebtedness (as defined) of not more than 60% of
the sum of shareholders’ equity and consolidated indebt
edness and m aintenance of minimum shareholders’
equity after the spin-off of at least $250 m illion.
MARK IV INDUSTRIES, INC. (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Long-Term D ebt
In March 1993, the Company completed a public offering
of $258,000,000 principal amount of its 8¾ % Senior
Subordinated Notes due April 1, 2003. A substantial por
tion of the net proceeds from the sale of the notes were
used to fund the retirem ent of the Company’s outstanding
13⅜ % Subordinated Debentures. There are no sinking
fund requirements on the Senior Subordinated Notes and
they may not be redeemed until after April 1, 1998. After
such date, they are redeemable at 104⅜ % of principal
amount, and thereafter at an annually declining premium
over par until April 1, 2001 when they are redeemable at
par. The Indenture lim its the payment of dividends and the
repurchase of capital stock, and includes certain other
restrictions and lim itations custom ary w ith subordinated
indebtedness of this type.
In March 1993, the Company commenced a tender offer
to purchase any and all of its 13⅜ % Subordinated Deben
tures for a cash price of $1,137.50 per $1,000 principal
amount, plus accrued interest. As a result of the tender
offer, and certain open-market purchases, the Company
acquired approximately $138,000,000 principal amount of
these debentures. The Company then completed an
“ in-substance defeasance’ ’ in w hich approxim ately
$60,400,000 was deposited in an irrevocable trust to cover
both the rem aining outstanding p rin c ip a l am ount
($52,000,000) and related interest expense requirements
of these debentures. The Company w ill recognize an
extraordinary loss, net of related tax benefits, of approxi
mately $22,000,000 as a result of the extinguishm ent of
this debt in fiscal 1994.

THE MEAD CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
E (In Part): Long Term Debt
In January 1994, the company prepaid the $165.5 m illion
Purchase Note, due in 1998. In addition, the company
intends to refinance $80.2 m illion of short-term debt on a
long-term basis. Since the company has the intent to con
summate these transactions on a long-term basis and has
the ability to do so under its $550 m illion bank credit
agreement that extends until November 30, 1995, the
amounts are classified as long-term debt at December 31,
1993. After reduction for the above transactions, the
company has unused long-term lines of credit of $304.3
m illion. This agreement contains restrictive covenants
and requires commitment fees in accordance with standard
banking practice.
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PET INCORPORATED (JUN)

Non-Compliance Waiver

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

RYKOFF-SEXTON, INC. (APR)
21— Subsequent Event
On July 2 8 ,1993, the Company issued $100 million of 5.75%
Notes due July 1998 and $100 m illion of 6.50% Notes due
July 2003. The proceeds were used to repay commercial
paper and amounts outstanding under the Company’s
bridge lines of credit which were borrowed to repay the
$325.0 m illion 9.35% Senior Notes. As a result, in July
1993, the Company cancelled $200.0 m illion of committed
lines of credit that were available at June 3 0 , 1993.

TANDEM COM PUTERS INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Events
Effective October 15, 1993, the Company entered into a
90-day bridge financing facility with a major U.S. bank (the
bridge facility). The bridge facility provides for borrowings
up to $100 m illion and is collateralized by qualified
accounts receivable. Interest on borrowings under the
bridge facility is provided at a spread over the London
Interbank Offered Rate (LIBOR) or the C ertificate of
Deposit rate or the bank’s prime rate. The bridge facility
expires on January 1 2 , 1994.
The Company is in the process of securing a three-year
financing facility (the financing facility) to replace the
m ultiple option financing facility which was canceled
during the fourth quarter of 1993, and the commercial
paper program that was suspended in the fourth quarter
of 1993. The financing facility w ill be available prior to the
expiration of the bridge facility.
Under the financing facility, the Company has the right
to receive up to a total of $150 m+llion on a lim ited recourse
basis from the sale of undivided interests in a pool of quali
fied dom estic receivables. One component of up to $75
m illion w ill expire in fiscal 1997 and the other component
of up to $75 m illion w ill expire in fiscal 1995, but w ill be
renewable at no cost with the consent of both parties on
each anniversary date through expiration in fiscal 1997.
The Company w ill retain collection and servicing respon
sibilities for the receivables sold under the financing
facility.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. Subsequent Event
At fiscal year-end, the Company was not in com pliance
with the fixed charge coverage ratio requirem ent con
tained in the senior note agreements and its bank credit
agreement. On July 29, 1993, the Company entered into
an agreement in principle with respect to its senior note
agreements and bank credit agreement which provides
for a waiver covering all periods of non-compliance prior
to July 29, 1993 and a m odification of such agreements
perm itting transactions in the ordinary course of busi
ness. The agreement in principle requires the payment of
a special one tim e fee of approximately one percent of the
amounts outstanding under such senior notes and bank
credit agreement, prohibits the payments of dividends
until the later of the date upon which certain financial tests
are satisfied or May 1, 1994, and provides for certain
interest rate adjustments to be made after January 1,
1994. In the event the Company is required to pay higher
interest rates as a result of such adjustments, the annual
cash interest cost could increase by as much as
$2,800,000 starting in January 1994. The annual interest
cost would be lower if the Company achieves certain fixed
charge coverages.

Business Combinations
AST RESEARCH, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2. A cquisitions
On July 13,1993, the Company completed the purchase of
certain assets and assumption of certain liabilities utilized
in connection with Tandy Corporation’s personal computer
m anufacturing operations and the GRID North American
and European sales divisions, excluding Tandy/GRiD
France. The purchase price included $15 m illion in cash
and a three-year prom issory note in the principal amount
of $90 m illion.
The acquisition has been accounted for by the purchase
method of accounting, and the net assets are included in
the Company’s Consolidated Balance Sheets as of July 3,
1993 based upon their estimated fair values at the trans
action’s effective date of June 30, 1993. The Company’s
Consolidated Statements of Operations w ill not include

128

Section 1: General

the revenues and expenses of the acquired business until
fiscal 1994. The excess of the purchase price over the
estimated fair value of the net assets acquired (goodwill)
of $20 m illion w ill be amortized on a straight line basis
over 10 years. The purchase price allocation is based on
prelim inary estimates of the fair value of the net assets
acquired and is subject to adjustm ent as additional
inform ation becomes available during fiscal 1994.
Supplemental Pro Forma Results of
Operations (Unaudited)
The following unaudited pro form a summary presents the
consolidated results of operations as if the acquisition had
occurred at the beginning of the periods presented and
does not purport to be indicative of what would have
occurred had the acquisition actually been made as of
such date or of results which may occur in the future.

Net sales
Net income (loss)
Net income (loss) per share

1993
$1,982,511
(41,440)
(1.32)

1992
$1,621,618
42,985
1.35

transaction w ill be accounted for as a purchase. For its
latest fiscal year ended December 31, 1992, Hall-Mark
had net sales of $695.0 m illion, operating income of
$37.9 m illion and income before extraordinary items of
$215 m illion.
CARPENTER TECHNOLOGY CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16. Subsequent Event
On July 28, 1993 the Company acquired all of the out
standing shares of Aceros Fortuna, S.A. de C.V., a Mexican
steel distribution company, and two affiliated companies
for cash of $20,400,000 and an agreement not to compete
from the form er m ajority owner of those companies for
cash of $2,000,000.

DEAN FOODS COMPANY (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Adjustments made in arriving at pro forma unaudited
results of operations include the elim ination of sales
transactions between the Company and acquired opera
tions, reduction of payroll expenses, increased interest
expense on acquisition debt, am ortization of goodwill and
related tax adjustments. Pro form a 1993 net loss excludes
restructuring charges and a loss recognized by Tandy
associated with the sale of assets to AST. However, no
effect has been given in the pro form a inform ation for
synergistic benefits that are expected to be realized.
AVNET, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Subsequent Event
On July 1 , 1993, the Company completed the acquisition
of all of the stock of Hall-Mark Electronics Corporation, the
nation’s third largest distributor of electronic components,
pursuant to an Agreement and Plan of Merger dated April
20, 1993. Each share of Hall-M ark common stock was
exchanged for $20 in cash and 0.45 shares of Avnet
common stock, which had a market value of $34.1875 on
July 1 , 1993. The total cost of the acquisition was approxi
mately $491.6 m illion, consisting of $215.9 m illion in cash
and $166.1 m illion in Avnet stock for the Hall-M ark
common stock, and $109.6 m illion for the refinancing of
Hall-M ark bank debt. The $325.5 m illion of funding
required to com plete the transaction was financed
through cash on hand, proceeds from the exercise of HallMark options and warrants, and borrowings under a credit
facility with NationsBank of North Carolina, N.A. The

Subsequent Event
Subsequent to the Company’s year-end, a nonbinding
letter of intent was signed w ith Dairymen, Inc. regarding
the Company’s potential acquisition of Flav-O-Rich, Inc.,
a wholly-owned subsidiary of Dairymen, Inc. Flav-O-Rich,
Inc. operates nine fluid m ilk plants and two ice cream
plants in the southeastern United States with annual sales
of approximately $400 m illion. Consummation of the
acquisition is subject to a number of conditions including
the negotiation of definitive agreements, approval by the
Directors of both companies, clearance by the appropriate
governm ental agencies and additional investigation.
Either party may term inate the discussions. Due to the
contingencies involved, the Company is unable to predict
whether or when a transaction with Dairymen, Inc. w ill be
consummated.

DRESSER INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note R (In P art): Subsequent Events (Unaudited)

Merger w ith Baroid Corporation
On September 7 , 1993, the Company and Baroid Corpora
tion (Baroid) announced an agreement to merge the two
companies. The agreement provides that, upon consum
mation of the merger, stockholders of Baroid w ill receive
0.40 shares of Dresser common stock for each share of
issued and outstanding Baroid common stock and Baroid
w ill become a wholly-owned subsidiary of Dresser.

129

Subsequent Events

The merger w ill be accounted for as a pooling of
interests. Supplemental unaudited earnings statement
inform ation assum ing the m erger had occurred on
November 1 , 1990, is as follows (in m illions except earn
ings per share);

Net sales and service revenues
Earnings before extraordinary
items and accounting changes
Extraordinary items
Cumulative effect of
accounting changes
Net earnings (loss)
Per share:
Earnings before extraordinary
items and accounting
changes
Extraordinary items
Cumulative effect of
accounting changes
Net earnings (loss)

Unaudited
Years Ended October 31,
1992
1991
1993
$5,043.8 $4,551.8 $4,681.1
$ 128.2
—

$

56.9 $ 129.6
(6.3)
6.1

$ 128.2

—
(393.8)
$ (343.2) $ 135.7

$

.74

$

.34 $
(.04)

.75
.04

$

—
.74

(2.29)
$ (1.99) $

—
.79

—

Expenses associated with the merger of approximately
$30.0 m illion less a tax benefit of $2.9 m illion, for a net
special charge of $27.1 m illion or $0.16 per share, have
been reflected in the com bined results of operations for
the year ended October 3 1 , 1993 shown above.
The above supplemental unaudited earnings statement
inform ation includes Baroid inform ation for the twelve
months ended October 3 1 ,1993, December 3 1 , 1992 and
December 3 1 ,1991.
Following the merger, the Company is required by the
United States Department of Justice to dispose of either
its 64% general partnership interest in M-l D rilling Fluids
Company or its 100% interest in Baroid D rilling Fluids Inc.
prior to June 1, 1994. Dresser has not yet determined
which drilling fluids company w ill be divested but is at
present negotiating with interested parties. M-l D rilling
Fluids Company revenues were $398 m illion and earn
ings before taxes were $25 m illion for the year ended
October 3 1 ,1993 and Baroid D rilling Fluids Inc. revenues
were $372 m illion and earnings before taxes were $39 m il
lion for the same period.

EATON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event— A cquisition o f DCBU
and Integration Charge
On January 3 1 ,1994, the Company acquired the Distribu
tion and Control Business Unit (DCBU) of W estinghouse
Electric Corporation for a purchase price of $1.1 billion,
plus the assumption of certain liabilities. The purchase
price is subject to adjustm ent based upon changes in
DCBU’s adjusted net assets. This acquisition w ill be
accounted for as a purchase in 1994. DCBU had sales of
$1.1 billion in 1993 and has estimated net assets of $600
m illion. DCBU is a leading North American manufacturer
of electrical distribution equipment and industrial controls,
headquartered in Pittsburgh, Pennsylvania. It has approx
im ately 12,500 employees who are located at 36 plants
and facilities in the United States, Puerto Rico, Central
and South America, Canada and the United Kingdom,
and at 27 satellite operations and 12 distribution centers.
The purchase includes Challenger Electrical Equipment
Corporation, which was acquired by Westinghouse in 1987.
DCBU w ill be combined with Eaton’s Industrial Contro l
and Power Distribution Operations (ICPDO), which market
Cutler-Ham m er products, to form a Cutler-Ham m er
business unit with annual sales of $1.6 billion. Eaton’s
consolidated sales are expected to increase by 25% as a
result of the acquisition.
In order to finance the acquisition, the Company issued
$930 million of short-term commercial paper. The Company
plans to reduce these short-term financings by the middle
of 1994 through equity and long-term debt financings. The
tim ing and mix of these financings w ill depend on market
conditions. Of these short-term financings, $555 m illion
w ill be classified as long-term debt because the Company
intends, and has the ability under a new five-year $555
m illion revolving credit agreement entered into in January
1994, to refinance this debt on a long-term basis. Also, in
January 1994, the Company entered into a $555 m illion
364-day revolving credit agreement.
In 1993, the Company entered into several interest rate
hedge agreements related to the planned financing of the
acquisition. In September 1993, the Company entered
into four interest rate swaps commencing on January 18,
1994. Two thirty-year swaps w ill effectively convert $100
m illion of floating rate debt into fixed rate debt at an
average rate of 6.685%, and two ten-year swaps w ill effec
tively convert $100 m illion of floating rate debt into fixed
rate debt at an average rate of 5.788%. In October 1993,
the Company purchased a one-year interest rate cap
commencing on January 1, 1994 that effectively places
a 5.5% ceiling on $400 m illion of floating rate debt, and a
ten-month interest rate cap commencing January 1 , 1995
that effectively places a 5.5% ceiling on $100 m illion of
floating rate debt.
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In December 1993, in conjunction w ith the acquisition,
the Company recorded a $55 million acquisition integration
charge before income tax credits ($34 m illion after income
tax credits, or $.49 per Common Share). Part of a compre
hensive business plan, the charge addresses the costs of
the integration of ICPDO product lines and operations
w ith DCBU, related workforce reductions and an $8 m il
lion write-down of assets, largely in the United States.
Expenditures are expected to occur over approximately
the next four years and w ill be funded through cash flow
from the combined operations. The Company anticipates
that integration of the businesses w ill create permanent
value by stream lining product lines, m anufacturing
capacity and organization structure and enable the
businesses to attain maximum benefit from synergy of
complementary product offerings, operations and technical
expertise. Positive incremental benefits are anticipated
following the first year of integration activities.
ECHLIN INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13. Subsequent Event
Effective October 1, 1993, the company purchased the
Hydraulic Brake and Clutch Division of FAG Kugelfischer
(FAG) located In Germany, for approxim ately $75,000,000.
In addition, if FAG exceeds certain net income thresholds
during the first five years subsequent to the acquisition
date, the purchase price would be increased by not more
than $14,000,000. The acquisition was accounted for by
the purchase method.

TRANSTECHNOLOGY CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10. Subsequent Events (Unaudited)
On June 4 , 1993, the Company entered into an agreement
with TRW, Inc. (“ TR W ") to purchase substantially all of
the assets of their Palnut facility located in New Jersey.
The sale is subject to the com pletion of due diligence and
financing arrangements, with an estimated closing date in
August 1993. Palnut manufactures single and m ulti
thread metal fasteners for the automotive and industrial
products industries. The estimated purchase price is
approximately $20 m illion.
On May 19,1993, the Company signed a letter of intent
to purchase substantially all of the assets of Electrical
Specialties Company (“ ESCO") which is located in
Illinois. The sale is subject to com pletion of due diligence
w ith an estimated closing date in July 1993. ESCO
m anufactures wire harnesses and electrical assemblies
used in the heavy m achinery industry. The estimated pur
chase price is approximately $2.5 m illion.
Prelim inary discussions have been held w ith the Com
pany’s prim ary lender to secure the necessary funding for
the two above-described acquisitions.

TYLER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
On January 7 , 1994, the Company completed the acquisi
tion of institutional Financing Services, Inc. for approxi
mately $50 m illion and the assumption of seasonal
working capital debt of $12.8 m illion. Additional payments
to the form er shareholders of IFS are possible based on
operating profit performance. IFS is a direct marketer
which assists schools in fund raising by arranging for
students to sell company-supplied g ift items to fam ily and
friends. The company had sales of $68.2 m illion and
operating profit, which is before am ortization and interest
expense, of $6.4 m illion for the twelve months ended
December 3 1 , 1993.
The acquisition, which w ill be accounted for under the
purchase method, was financed with existing cash and
borrowings under the Company’s revolving lines of credit.

UNIFI, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
On July 2 , 1993, the Company filed a registration statement
to register 2,831,141 shares of their common stock to be
used in conjunction w ith the proposed merger w ith the
Pioneer Corporations and the acquisition of related real
estate. The Pioneer Corporations are cotton spinning
operations. If consummated the transaction is expected to
be accounted for as a pooling of interests and, accord
ingly, historical financial data in future reports w ill be
restated to include the Pioneer Corporations. The follow
ing unaudited pro form a data summarizes the combined
results of operations of the Company and the Pioneer
Corporations as though the merger had occurred at the
beginning of fiscal 1991.

Unaudited Pro forma
1992
1993

1991

Dollar amounts In thousands, except per share data
Net sales
Net income
Earnings per share

$1,405,099 $1,322,546 $1,121,364
136,797
98,849
67,675
$
1.94 $
1.38 $
1.01

131

Subsequent Events

Discontinued Operations
BAKER HUGHES INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): A cquisitions and D ispositions

1993
In July 1993, the Company announced that the EnviroTech
Measurements & Controls (“ EM&C” ) group of companies
would no longer be considered part of its core business. In
November 1993, the Company entered into negotiation
with prospective buyers in an effort to sell EM&C. Accord
ingly, the net assets of the EM&C operations have been
classified as a current asset at September 30, 1993,
anticipating that the disposition w ill occur in early 1994.
The net proceeds from the disposition are expected to
exceed the current carrying value.

The Company retains ownership of certain assets and
liabilities of the geophysical business including some
accounts receivable, real estate properties, lease obliga
tions, certain em ployee obligations, and a m ajority
interest in an international joint venture company. It is
expected that these rem aining assets and liabilities will be
sold or settled over the next several months.
Services and products provided through the geophysi
cal business include seism ic data collection and data
processing services for both land and marine seism ic
exploration activities and m anufacturing and sales of
seism ic equipment. The revenues, operating loss and net
loss of the geophysical operations, excluding the charge
in 1993, change in accounting method and special
charges in 1992 and 1991 are as follows:

Millions of dollars
Revenues
Operating loss
Net loss

1993
1992
1991
$404.4 $469.7 $511.8
$(20.1) $(26.6) $(12.0)
$(20.3) $(35.7) $(22.1)

HALLIBURTON COMPANY (DEC)
HERCULES INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 18 (In Part): A cquisitions and D ispositions
In January 1994, the Company sold substantially all of the
assets of its geophysical services and products business,
to Western Atlas International Inc. for $190.0 m illion in
cash and notes subject to certain adjustments. The notes
of $90.0 m illion are payable in two equal installm ents in
1997 and 1998 at a rate of interest of 5.65%. The Company
intends to sell the $90.0 m illion notes for cash in the first
quarter of 1994. in addition, the Company issued $73.8
m illion in notes to Western Atlas to cover some of the costs
of reducing certain geophysical operations, including the
cost of personnel reductions, leases of geophysical
marine vessels and closing of duplicate facilities. The
Company’s notes to Western Atlas are payable over two
years at a rate of interest of 4% w ith an initial installm ent
of $33.8 m illion in February 1994, and quarterly install
ments of $5 m illion thereafter.
The Company recognized a $301.8 m illion charge
($263.8 m illion after tax) in 1993. This charge includes
$120.7 m illion for writedown to the net realizable value of
equipm ent and other assets; $54.0 m illion for anticipated
operating and contract losses through the dates of dispo
sition or completion; $43.4 million for marine vessel leases
and m obilization; $35.1 m illion for facility leases and
closures; $34.4 m illion for personnel and severance; and
$14.2 m illion for transition costs and other related matters.
The sale includes some international business loca
tions, the closings of which have been deferred pending
certain approvals and consents. The approvals and
consents are expected to be received w ithin the next
several months and such closings w ill result in some addi
tional consideration.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars In thousands, except p e r share)
21. Pending D ivestitures
In December 1993, the company announced its intent to
divest its Packaging Films and Liquid M olding Resins
business units. In January 1994, a letter of intent was
signed for the sale of Packaging Films. Net sales for these
business units were $164,229, $170,353 and $169,063 for
the years ended December 31, 1993, 1992 and 1991
respectively. Operating losses were $27,816 (including
restructuring charges of $25,000), $11,900 and $21,315 for
the corresponding periods.

MEDTRONIC, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands o f dollars, except per share data)
Note 15— Subsequent Event
The company has signed an agreement to sell all the
assets of its Medtronic Andover Medical, Inc., (AMI)
subsidiary. AMI is in the business of m anufacturing elec
trodes, cables and related devices for the neurological
and cardiovascular markets. Annual sales of AMI are
approximately $23,000. The transaction is expected to be
completed in July 1993 and is not expected to have an
unfavorable im pact on the com pany’s operating results.
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Sale Of Assets

MAGNETEK, INC. (JUN)
NOTES TO FINANCIAL STATEMENTS

HECLA M INING COMPANY (DEC)
6 (In Part): Com m itm ents and Contingencies
NOTES TO FINANCIAL STATEMENTS
Note 5 (In Part): Properties, Plants and Equipm ent
On February 8, 1994, the company sold a 20 percent
interest in its Grouse Creek gold project to Great Lakes
Minerals Inc. of Toronto, Ontario. The purchase price of
$6.8 m illion represents 20 percent of the amount spent by
Hecla on acquisition, exploration and development of the
project through June 3 0 , 1993, including a fixed premium
of $1.25 m illion. In addition, Great Lakes w ill fund its pro
rata share of the total construction cost for Grouse Creek
from July 1 , 1993 to the com pletion of the project which is
currently estimated at $90.0 m illion, and has the option to
increase its ownership to a maximum of 30 percent by
contributing additional funds on a proportional basis.

Stockholder Litigation
In August 1993, two identical actions were filed against the
Company, its directors and certain of its officers. The suits
purport to be class actions on behalf of purchasers of the
Company’s common stock from October 2 2 , 1992 through
August 6, 1993. The com plaints assert claim s under the
federal securities laws, and allege that the Company a rtifi
cially inflated the price of its common stock during the
class period by failing to disclose adverse developments
in the Company’s business. The com plaints do not
specify the amount of damages sought, and the Company
intends to defend the litigation vigorously. The litigation is
at a preliminary stage, and discovery has not commenced.
The Company is not able to estim ate the potential
exposure or range of exposure.
STEWART & STEVENSON SERVICES, INC. (JAN)

Litigation
CURTISS-WRIGHT CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10. Legal M atters
On January 14, 1994 Curtiss-W right announced that its
wholly-owned subsidiary, Target Rock Corporation, had
agreed to pay (and subsequently has paid) $17,500,000 to
settle a 1990 law suit initiated by the U.S. Government in
the U.S. D istrict Court for the Eastern D istrict of New York.
The s u it a sserted cla im s to ta lin g a p p ro xim a te ly
$114,000,000 under the False Claims Act and at common
law in connection w ith embezzlements from Target Rock
by certain form er employees and alleged m ischarging of
labor hours to Government subcontracts by those form er
employees.
The sum to be paid to the Government was offset by
$8,035,000 of Target Rock receivables, the payment of
which had been w ithheld by a customer at the direction of
the Government. These retainages had been carried on
Curtiss-W right’s consolidated balance sheet as “ other
assets.’’ (See Note 5.) The cash portion of the settlem ent
amounted to $8,880,000 and is included in “ other current
liabilities’’ at December 3 1 ,1993. (See Note 6.) The settle
ment, net of a small credit previously applied and applica
ble tax benefits, reduced consolidated net earnings for the
fourth quarter and the full year of 1993 by $8,600,000 or
$1.70 per share.

NOTES TO FINANCIAL STATEMENTS
Note 5 (In P art): Comm itm ents and Contingencies
On April 2 1 , 1994, the Fourteenth Court of Appeals of the
State of Texas reversed a $17.5 m illion judgm ent against
the Company in a case filed by Serv-Tech, Inc. of Houston,
Texas. In the opinion of management, any future action
in connection with this lawsuit w ill not have a material
im pact on the Company’s financial position or results
of operations.

STORAGE TECHNOLOGY CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In P art): Litigation
On January 24, 1994, Stuff Technology Partners II, a
Colorado Limited Partnership (Stuff), filed suit in Boulder
County, Colorado, D istrict Court against the Company
and certain subsidiaries. The suit alleges that the Com
pany breached a 1990 settlem ent agreement which had
resolved earlier litigation between the parties. The suit
seeks injunctive relief and damages in the amount of
$2,400,000,000. The Company believes that the claim s
in the suit are bound by the 1990 settlem ent between
the Company and Stuff, the claim s are without merit,
and the Company intends to vigorously defend against
them. The Company has not yet answered the com plaint
and no other proceedings have taken place.
In addition, the Company is involved in various other
less significant legal proceedings. The outcomes of these
legal proceedings are not expected to have a material
adverse effect on the financial condition or operations of
the Company based on the Company’s current under
standing of the relevant facts and law.
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WOOLWORTH CORPORATION (JAN)
NOTES TO FINANCIAL STATEMENTS
Subsequent Events

Sale of Woolco
On March 17,1994, the company’s transaction to sell 122
of 142 Woolco discount departm ent stores to W al-Mart
Stores, Inc. closed.
Legal Proceedings
Between March 3 0 ,1994, and April 18,1994, the company
and certain of its directors and officers were named as
defendants in lawsuits asserted by certain shareholders
who claim to represent classes of shareholders that pur
chased shares of the com pany’s common stock during
different periods between January 1992 and March 1994.
These class action com plaints purport to present
claim s under the federal securities and other laws and
seek unspecified damages based on alleged m isleading
disclosures during the class periods.
These actions are all at a prelim inary state of proceed
ings and accordingly, the outcome cannot be predicted
with any degree of certainty. As a result, the company
cannot make a determ ination if the litigation w ill have a
material adverse effect on the company’s financial position.
The company has also been made aware that the staff
of the Securities and Exchange Commission ("S E C ” ) is
conducting an inquiry relating to the matters being
reviewed by the Special Committee of the company’s
Board of Directors as well as in connection w ith trading in
the company’s securities. The SEC staff has advised that
its inquiry should not be construed as an indication by the
SEC or its staff that any violations of law have occurred.

Capital Stock Issued Or Redeemed
ACME METALS INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
On March 3 , 1994, Acme Metals Incorporated (the "C om 
pany” ) agreed to sell an issue of securities on a private
placement basis exclusively in Canada. W ithin 160 days
of the closing of this transaction (expected on March 28,
1994), the securities w ill be exchangeable for 5,000,000
common shares of the Company (5,600,000 common
shares if an over-allotm ent option for the securities is
exercised before closing) subject to the fulfillm ent of
certain conditions. Conditions include the approval by the
Board of Directors of the Company of the construction of
a continuous thin slab caster-hot rolled m ill and confir
mation of the availability of debt financing sufficient for
such construction.

The securities and the underlying common shares have
not been registered under the Securities Act of 1993 (the
"S ecurities Act” ) and may not be offered or sold in the
United States or to a U.S. person, as defined in Regulation
S under the Securities Act, absent registration or an
applicable exemption from registration requirements.
CUM M INS ENGINE COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2. Subsequent Event
On January 24, 1994, the company announced that its
outstanding Convertible Exchangeable Preference Stock,
which had a face value of $112.2 m illion at December 31,
1993, would be redeemed on February 2 3 , 1994 at a price
of $51.05 per depositary share, plus accrued dividends.
Holders of the stock elected to convert their shares into 2.9
m illion shares of common stock. Had the stock conver
sion occurred on January 1 , 1993, pro form a net earnings
per share would have approximated $4.63 in 1993.

FEDERAL-M OGUL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Subsequent Events
In December 1993, the company filed a shelf registration
with the SEC that perm its the issuance of a com bination of
debt and equity securities up to $300 m illion over a twoyear period. In February 1994, the company used the shelf
registration to offer 5.75 m illion shares of common stock to
the public, generating net proceeds to the company of
nearly $191 m illion. The offering proceeds w ill be used to
repay a portion of the outstanding debt which was prin
cipally used to purchase SPR.
Had the February 1994 offering occurred on January 1,
1993 prim ary earnings per share for 1993 would have
been unchanged at $1.13.

OCCIDENTAL PETROLEUM CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 17. Subsequent Event
On February 2 , 1994, Occidental issued 11,388,340 shares
of $3.00 cum ulative CXY-indexed convertible preferred
stock in a public offering for net proceeds of approxi
m ately $557 m illion, which were applied to reduce
outstanding senior funded debt. The shares are converti
ble into Occidental common stock in accordance with a
conversion form ula that is indexed to the market price of
the common shares of CanadianOxy. In addition, the
shares, which are not subject to any sinking fund or
mandatory redemption requirements, have a liquidation
preference of $50 per share, plus accumulated and
unpaid dividends.
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UNITED STATES SURGICAL CORPORATION (DEC)

AM ERICAN STORES COMPANY (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note L— Subsequent Event
On March 28, 1994 the Company issued approximately
$200 m illion of 9.76% Series A Convertible Preferred
Stock (convertible into a maximum of approxim ately 8.9
m illion shares of the Company’s Common Stock), par
value $5 per share, in an exempt offering pursuant to Rule
144A under the Securities Act of 1933, as amended. Divi
dends on the Convertible Preferred Stock are cum ulative
at the annual rate of $110 per share, payable quarterly in
arrears commencing July 1, 1994. On April 1,1998 each
share of Convertible Preferred Stock still outstanding w ill
autom atically convert into 50 shares of Common Stock of
the Company, and prior to this date it may be converted
into 47.65 shares of Common Stock at any tim e at the
option of the holder. The Company may redeem the
Convertible Preferred Stock at any tim e after A pril 1 , 1997
for Common Stock together with an additional cash
dividend of up to $27.50 per share, declining ratably after
April 1 , 1997 to $0 by March 1 , 1998. It is the Company’s
current intention to use the proceeds from the sale of the
C onvertible Preferred Stock for general corporate
purposes, to increase liquidity and to ultim ately reduce
indebtedness after renegotiation of the term s of the
Company’s credit facility.

S tock S p lit
On March 2 1 ,1994, the Board of Directors declared a twofor-one stock split which w ill be payable to shareholders
on April 2 1 , 1994. All references to the number of shares
and per share amounts have been restated to reflect the
effect of the split.

Stock Splits
ALLIED SIG N AL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Subsequent Events
The Board of Directors determined on February 7 , 1994 to
redeem the common stock purchase rights for all rights
outstanding on February 18,1994 at $0.05 per right.
The Board of Directors also declared a two-for-one com
mon stock split for shareowners of record on February 22,
1994. The stock split is payable on March 14,1994 and all
stock related data in the financial statements reflect the
stock split for all periods presented.

Stock Dividend
GENERAL HOST CORPORATION (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Policies
Subsequent to fiscal 1993 a 5% stock dividend was
declared by the Board of Directors for shareholders of
record on March 18,1994. The stock dividend is payable
on April 8 , 1994 and all stock related data in the consoli
dated financial statements reflect the stock dividend for ail
periods presented.

Stock Purchase Rights Redeemed
THE TJX COMPANIES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
C (In Part): S tock Options, S tock Purchase Plans
and C apital Stock
The Company’s shareholder rights plan was redeemed
subsequent to January 2 9 ,1994 at a price of $.01 per com
mon share. This redemption cost of $.7 m illion w ill be
charged directly to shareholders’ equity in fiscal 1995.
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Employee Benefits

WHITTAKER CORPORATION (OCT)
NOTES TO CONSOLIDATED FiNANCiAL STATEMENTS

DURACELL INTERNATIONAL INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14 (In Part): Pension and O ther Postretirem ent Benefits
During Septem ber 1993, the Com pany announced
changes to the U.S. postretirem ent health care plan to
incorporate increased cost-sharing features. The impact
of these changes would have reduced the accumulated
postretirem ent benefit obligation to $82.9 on June 30,
1993. W hile the Company plans to continue to offer the
retirem ent health care and life insurance plan, it reserves
the right to modify or term inate any Company sponsored
plan at any time.

Earthquake Damage
ARDEN GROUP, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16. Subsequent Event
On January 17,1994, a number of the Company’s stores
suffered product and property damage from an earth
quake. Although the exact amount of the cost is not yet
determ inable, the C om pany estim ates the pretax
expense, net of insurance proceeds, to be approximately
$1,500,000.

ROWE FURNITURE CORPORATION (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11— Subsequent Event
On January 17,1994, an earthquake in southern C alifor
nia partially damaged one of the Company’s investment
properties. The building remains occupied by the tenant.
The Company has insurance on the property covering
replacement values subject to certain deductibles (esti
mated to be approximately $260,000). Management does
not believe that any costs to the Company w ill have
a material adverse effect on the financial condition of
the Company.

Note 13. Subsequent Event
One of the Company’s Electronic Systems Division plants
in Simi Valley sustained major damage as a result of the
January 17,1994 Northridge, C alifornia earthquake. Oper
ations are being transferred to an adjacent facility until
repairs can be completed.
The Company expects that its earthquake and business
interruption insurance substantially should cover any
resulting costs and expenses. However, due to delays in
production, revenues and corresponding operating profits
are expected to be negatively impacted in the first and
second quarters of fiscal 1994. At this tim e the Company
is unable to determ ine the quarterly effects of the delays in
production over the rem ainder of the fiscal year.

1993 Tax Act
FLOW ERS INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14. Subsequent Event
The Omnibus Budget Reconciliation Act of 1993 (the
“ 1993 Act” ), enacted on August 10,1993, w ill increase the
Company’s statutory federal tax rate for fiscal 1994 from
34% to 35% and further lim it the deductibility of meals
and entertainm ent expense. Furthermore, the 1993 Act’s
increased federal tax rate and retroactive provision w ill
result in an estimated $1,000,000, or $.03 per share charge
to income from operations during 1994’s first fiscal
quarter due to an increase in the Company’s deferred tax
liability account balance and the retroactive provision of
the increase in the statutory federal tax rate.
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Formation Of Joint Venture
HARSCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Subsequent Event— Form ation o f
Defense Business Partnership
On January 28, 1994, FMC Corporation and Harsco
Corporation announced the com pletion of the joint
venture that was first announced in December 1992, to
combine FMC’s Defense Systems Group and Harsco’s
BMY-Combat Systems Division. The new partnership is
known as United Defense, L.P., and is effective January 1,
1994. United Defense, L.P. is jointly owned, with FMC
holding an interest of 60 percent and Harsco holding 40
percent. FMC is the managing general partner, and
Harsco is a lim ited partner. United Defense, L.P. expects
to achieve annual sales of about $1 billion in 1994.
Harsco’s capital contribution to the Partnership consists
of $29,600,000, which includes $5,200,000 in cash.
The Partnership has an Advisory Committee comprised
of ten individuals, six appointed by FMC and four
appointed by Harsco which considers and discusses Part
nership issues. FMC as the managing general partner
exercises management control over the Partnership
subject to Harsco’s right to consent to certain actions
delineated in the Partnership Agreement. Additionally, the
Partnership Agreement contains certain exit rights for
both Partners any tim e more than 25 months after the
form ation of the Partnership, including the right of Harsco
to sell its interest to the partnership (payable by a promis
sory note from the Partnership) based upon a calculation
of 95% of appraised value, and the right of FMC or the
partnership to buy Harsco’s interest (payable in cash)
based upon a calculation of 110% of appraised value.
Appraised value is substantially the fully distributed public
equity trading value of the Partnership as determ ined by
three investment banking firm s in accordance with certain
contractual stipulations, multiplied by Harsco’s percentage
interest in the Partnership. The Partnership Agreement
provides for certain special capital account allocations
and cash distributions, but otherwise allocates and dis
tributes income in proportion to the partners’ percentage
ownership. Harsco has retained the rights and liabilities
associated w ith certain legal issues described in Note 10
related to BMY-Combat System Division.
United Defense, L.P. w ill prim arily produce the Bradley
Fighting Vehicle, Armored Gun System, M109 Paladin
Self-propelled Howitzer, M ultiple Launch Rocket System,
M88AI and M88IRV Recovery Vehicles, M9 Armored
Combat Earthmover, M992 Field A rtillery Ammunition
Support Vehicle, the Breacher and M113 Armored Person
nel Carrier. The Partnership also makes naval guns and
launching systems, m ilitary track for armored vehicles,
and provides overhaul and conversion, as w ell as
coproduction, training and logistics support.

Harsco w ill account for its investment on the equity
m ethod. A ccordingly, H arsco’s investm ent w ill be
reported as investment in unconsolidated companies on
its balance sheet and its proportionate share of the Part
nership operating results w ill be reflected as equity in net
income of unconsolidated companies in the Statement of
Income. The following amounts related to the business
contributed are included in Harsco’s financial statements
as of and for the year ended December 3 1 , 1993.
Sales
Profit from operations
Assets
Liabilities

$347,958,000
64,054,000
150,015,000
120,415,000

Agreement With Principal Shareholder
JLG INDUSTRIES, INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
On September 17, 1993, the Company entered into an
agreement with its principal shareholder, John L. Grove,
providing for the orderly disposition of his 16.5% interest in
the Company through the purchase by the Company of
205,882 shares of his Company stock for $3.5 m illion and
through agreeing to undertake a secondary public offering
of his rem aining Company shares. Under the term s of the
agreement, the Company w ill be responsible for certain
expenses of the offering, including a portion of the under
w riting discount. Mr. Grove w ill not be obligated to sell his
shares in the offering if a certain minimum price is not
obtained, in which case, the Company has granted him a
put on up to 200,000 shares at $14.75 per share exercisable
during a thirty-day period beginning February 2 8 , 1994, or
sooner if the offering is term inated earlier. The Company
also has a call on any or all of Mr. Grove’s remaining
shares at 95% of market value for five years, in the event
of an unsuccessful secondary offering.
In addition, Mr. Grove w ill receive $80,000 annually for
five years in conjunction with various confidentiality,
consulting, non-com petition and standstill obligations,
and w ill resign as a director and dism iss all outstanding
legal actions against the Company. The Stock Redemp
tion Agreement discussed in the Capital Stock note
remains in effect until Mr. Grove has disposed of all of
his shares.
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Public Offering Of Subsidiary Stock

Bankruptcy Filing

MCKESSON CORPORATION (MAR)

MELVILLE CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
17. Subsequent Events
In May 1993, the Company sold to the public 4.5 m illion
shares of common stock of its majority-owned subsidiary,
Armor All. The sale resulted in pretax cash proceeds of
$68 m illion and a pretax gain of $45 m illion. This transac
tion reduced the Company’s equity interest in Arm or All
from 83% to 61%. The underwriters have an option to sell
an additional 675,000 shares of the Company’s Armor All
common stock through mid-June 1993.
As a result of the May 1 2 ,1993 sale of Armor All shares
and other factors, the interest rate swap arrangements
(see Note 11) were no longer considered effective as a
hedge as the Company no longer expects to borrow
dom estically on a short-term basis in fiscal 1994. In the
first quarter of fiscal 1994 these arrangements were term i
nated and a related pretax loss of $13.4 m illion was
recorded.
In April 1993, the Company acquired C linical Phar
m aceuticals, Inc. (“ CPI” ) and a 22.7% equity interest in
Nadro S.A. de C.V. (“ Nadro” ). CPI is an adm inistrator of
clin ica lly based managed prescription drug benefit
programs, and it is expected to com plem ent the services
of PCS Health Systems. Nadro is the leading pharma
ceutical wholesale distributor in Mexico. The Company
also received an option to acquire an additional 9% of
Nadro’s common stock. The im pact on fiscal 1993 net
income and earnings per share, had these acquisitions
occurred at the beginning of fiscal 1993, is not material.

UNION CAMP CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Subsequent Event
On February 2 2 , 1994, the com pany’s Board of Directors
approved the sale, in a public stock offering of a m inority
interest, approximately 30% to 35% , in Bush Boake Allen,
Inc. Bush Boake Allen, Inc. is the larger operating unit
w ithin the Chemical segment with net sales for 1993 of
$336 m illion and total assets of $303 m illion as of Decem
ber 3 1 , 1993. It is expected that the initial public offering
w ill be made in the first half of 1994.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
Included in accounts receivable is a $29.4 m illion note
received in connection with the sale of the Chess King
division (the “ Note” ). Subsequent to year-end, the issuer
of the Note (the “ Purchaser” ) filed for protection under
Chapter 11 of the United States Bankruptcy Code. On
March 1 , 1994, the Company sold the Note to a third party
and realized a loss of approxim ately $4.0 m illion, which
was recorded in the 1993 consolid ated fin a n c ia l
statements.
MRC continues to guarantee rental and lease related
charges fo r 423 of the Chess King leases sold, the present
value of which is approxim ately $91.0 m illion. Pursuant
to the term s of sale of the Note, the Company w ill be
indem nified for 52.5 % of any costs incurred under these
g uarante es fo r th e d u ra tio n of th e P u rch a se r’s
bankruptcy. As such, the Company’s potential liability
under the guarantees is uncertain.

Recapitalization
TESORO PETROLEUM CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note B— Subsequent Event— R ecapitalization
In February 1994, the Company consummated exchange
offers and adopted amendments to its Restated C ertifi
cate of Incorporation pursuant to which the Company’s
outstanding debt and preferred stock were restructured
(the “ Recapitalization” ). The objectives of the Recapitali
zation were to improve the Company’s financial condition,
facilitate the development of long-term financing and
allow the Company to execute its strategy for further
improving its refining and marketing operations and
accelerating the development of its South Texas natural
gas field.
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The significant components of the Recapitalization,
together with the applicable accounting effects, are as
follows;
• The Company offered to exchange up to $54.5 m illion
aggregate principal amount of new 13% Exchange
Notes (“ Exchange Notes” ) due December 1,2000 for a
like am ount of 12¾ % Subordinated D ebentures
(“ Subordinated Debentures” ) due March 15, 2001,
Holders of $44.1 m illion principal amount of Subordi
nated Debentures accepted this offer resulting in the
issuance of $44.1 m illion of Exchange Notes. This
exchange will satisfy approximately four years of sinking
fund requirements of the Subordinated Debentures.
The exchange of the Subordinated Debentures w ill
be accounted for as an early extinguishm ent of debt in
the first quarter of 1994 and the Company w ill recognize
a charge of $4.8 m illion as an extraordinary loss on this
transaction, representing the excess of the estimated
market value of the Exchange Notes over the carrying
value of the Subordinated Debentures. The carrying
value of the Subordinated Debentures exchanged
has been reduced by applicable unamortized debt
issue costs. No tax benefit is available to offset the
extraordinary loss as the Company has provided a
100% valuation allowance to the extent of its deferred
tax assets
• Each outstanding share of the Com pany’s $2.16
Cumulative Convertible Preferred Stock (“ $2.16 Pre
ferred Stock” ), which has a $25 per share liquidation
preference plus accrued and unpaid dividen ds
aggregating $9.5 m illion at February 9, 1994, was
reclassified into 4.9 shares of the Company’s Common
Stock resulting in the issuance of 6,456,859 of the
Company’s Common Stock in 1994. In addition, the
Company agreed to issue .1 share of Common Stock
fo r each share of $2.16 Preferred Stock, or an
aggregate of 131,956 shares of Common Stock, on
behalf of the holders of $2.16 Preferred Stock to pay
certain of their legal fees and expenses in connection
with the settlem ent of litigation.
The issuance of the Common Stock in connection
with the reclassification and settlem ent of litigation w ill
be recorded in 1994 as an increase of approxim ately $1
m illion in Common Stock equal to the aggregate par
value of the Common Stock to be issued and an
increase in Additional Paid-In Capital of approximately
$9 m illion.
• The agreement between the Company and MetLife
Security Insurance Company of Louisiana (“ M etLife” ),
the holder of the C om pany’s outstanding $2.20
Cumulative Convertible Preferred Stock (“ $2.20 Pre
ferred Stock” ), was amended with regard to the $2.20
Preferred Stock to waive all existing m andatory
redemption requirements, to consider all accrued and
unpaid dividends thereon (aggregating $21.2 m illion at
February 9, 1994) to have been paid, to allow the
Company to pay future dividends on such Preferred
Stock in Common Stock in lieu of cash, to waive or
refrain from exercising other rights of the $2.20
Preferred Stock, and to grant to the Company an option
to purchase, during the next three years, all shares of
the $2.20 Preferred Stock and Common Stock held by

MetLife for approximately $53 m illion (amount at Febru
ary 9 , 1994, increasing by 12% to 14% annually), all In
consideration for, among other things, the issuance by
the Com pany to M etLife of 1,900,075 shares of
Common Stock. Such additional shares w ill be subject
to the option granted by MetLife. These actions have
resulted in the reclassification of the $2.20 Preferred
Stock into equity capital at its aggregate liquidation
preference of $57.5 m illion and the recording of an
increase in Additional Paid-In Capital of approximately
$21 m illion in February 1994.
The following table presents the capitalization of the
Company as of December 3 1 , 1993 as reported and on a
pro form a basis assum ing the Recapitalization had
occurred on that date (in m illions):
December 31,1993
Pro Forma
As Reported

(Unaudited)
Long-Term Debt and Other Obligations,
Including Current Portion:
Subordinated Debentures
Exchange Notes
Liability to State of Alaska
Liability to Department of Energy
Other
Total Long-Term Debt and
Other Obligations
$2.20 Preferred Stock (Redeemable)
Common Stock and Other
Stockholders’ Equity:
$2.20 Preferred Stock
$2.16 Preferred Stock
Common Stock
Additional Paid-In Capital
Accumulated Deficit
Deferred Compensation
Total Common Stock and
Other Stockholders’ Equity
Total Capitalization
Ratio of Long-Term Debt and Redeemable
Preferred Stock to Total Capitalization

61.7
13.2
12.4

58.3
44.1
61.7
13.2
12.4

185.5
78.1

189.7
—

$ 98.2
—

—

57.5

1.3
2.3
87.0
(31.9)
(.2)

3.7
113.4
(36.7)
(.2)

58.5
$322.1

137.7
327.4

82%

—

58%
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The pro form a effects of the Recapitalization on the
Company’s results of operations assuming the Recapitali
zation had occurred on January 1 , 1993, are as follows (in
m illions except per share amounts):
Year Ended
December 31,1993
Pro Forma
As Reported

(Unaudited)
Total Revenues

$ 834.9

834.9

Earnings Before Extraordinary Loss
Extraordinary Loss
Net Earnings
Preferred Stock Dividend Requirements
Net Earnings Applicable to Common Stock

$ 17.0
—
17.0
9.2
$ 7.8

16.9
4.8
12.1
6.3
5.8

Earnings (Loss) Per Primary and Fully
Diluted* Share:
Earnings Before Extraordinary Loss
Extraordinary Loss
Net Earnings

$

.54
—
.54

.46
(.21)
.25

14,290
19,065

22,788
25,288

Average Common and Common
Equivalent Shares Outstanding:
Primary
Fully Diluted

$

Interest Rate Hedge
W MX TECHNOLOGIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): D ebt
Subsequent to December 31, 1993, WM International
entered into interest rate swap agreements, interest rate
collars, forward interest rate agreements, interest rate
swap options and arrears swap agreements to reduce the
im pact of changes in interest rates on its underlying
investments and variable rate borrowings. These agree
ments have been made with several commercial banks in
five currencies and have a total notional principal amount
of $295,000,000. W hile WM International is exposed to
market risk to the extent that receipts and payments under
interest rate agreements are affected by market interest
rates, any such fluctuations w ill be offset by changes to
interest receipts or payments made on variable rate
investments and borrowings. WM International is also
exposed to credit loss in the event of nonperformance by
the other parties to the interest rate swap agreements.
However, WM International does not anticipate nonper
form ance by the counterparties. The term ination dates for
these agreements range from 1994 to 1999.

Anti-dilutive

RELATED PARTY TRANSACTIONS
See Notes I, L and M for further inform ation on the Com
pany’s long-term debt and equity, including restrictions on
dividend payments.

Statement o f Financial Accounting Standards No. 57 speci
fies the nature of inform ation which should be disclosed in
financial statements about related party transactions. In
1993,156 survey companies disclosed related party trans
actions. Examples of related party disclosures follow.

Purchase Option
UNITED MERCHANTS AND
MANUFACTURERS, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note S— Subsequent Event
On August 25, 1993, the Com pany granted, to an
unrelated company, an option to purchase, until October
3 1 , 1993, substantially all the assets (excluding accounts
receivable) and business, as a going concern, of its
Buffalo Mill division. The value of this transaction, if con
summated, is estimated to be approximately $19 to $20
m illion in cash to the Company, including the collection of
accounts receivable retained by the Company. The
Buffalo Mill division had net sales of approximately $39
m illion for the year ended June 3 0 , 1993, and at that date,
had assets of approxim ately $16 m illion. There can be no
assurance that this transaction w ill be consummated.

Transactions Between Company and Investees
BADGER METER, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3. Transactions w ith A ffilia te d Company
In December 1988, the company sold 85% of its invest
ment in Medidores Azteca, S.A. (Azteca), a previously
wholly owned Mexican subsidiary, for a note receivable of
$425,000. The note is payable in periodic installm ents
including interest. The balances due at December 31,
1993 and 1992 were $131,000 and $194,000, respectively.
The company expects to collect the remaining balance
due in 1994. The com pany’s 15% investment ($75,000) is
included in other assets in the accompanying consoli
dated balance sheets.
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During 1990, the company loaned the m ajority share
holders of Azteca $150,000 to purchase the corporation
which owned the Azteca m anufacturing facility (total
purchase price $450,000). The company holds a ten-year
note requiring m onthly payments secured by the shares of
such corporation. The balances outstanding at December
31, 1993 and 1992, were $112,000 and $127,000, respec
tively, and are included in other assets in the accompanying
consolidated balance sheets.
During 1993,1992 and 1991, the company sold approxi
mately $685,000, $672,000 and $1,138,000 of goods to
Azteca. Trade receivables from Azteca at December 31,
1993 and 1992, were $599,000 and $587,000, respectively.
SUPERVALU INC. (FEB)
NOTES JO CONSOLIDATED FINANCIAL STATEMENTS
Investm ent in ShopKo (In Part)
On October 16,1991, ShopKo Stores, Inc. (“ ShopKo” ), the
company’s mass merchandise discount subsidiary, com
pleted its sale of 17,250,000 shares of its common stock at
$15 per share in an initial public offering. This sale gener
ated net proceeds to the company of $240.8 m illion and a
pretax gain of $84.1 m illion, reducing the company’s
ownership in ShopKo from 100 to 46 percent.
In conjunction with the ShopKo initial public offering,
the company agreed to continue its previous lending
arrangement with ShopKo on a form alized basis. In March
1992, the outstanding principal balance was paid off and
on June 3 0 , 1992 the credit agreement was term inated.
The company and ShopKo entered into a supply agree
ment for pharm aceuticals and general m erchandise for
the company’s supercenters. Management agreements
between the company and ShopKo ended in 1993.
Expenses associated with the agreements were not
significant and are included in selling and adm inistrative
expenses in the Consolidated Statements of Earnings.
The following table summarizes the significant transac
tions between the company and ShopKo;

(In thousands)
Sales to ShopKo
Interest income

1993
$16,645
509

1992
$27,493
16,838

1991
$29,919
21,336

SMITHFIELD FOODS, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Lease and Service O bligations
Beginning In fiscal 1993, the Company entered into a
15-year agreement, expiring in 2007, to use a cold storage
warehouse owned by a partnership, 50% of which Is
owned by the Company. The Company has agreed to pay
prevailing com petitive rates for use of the facility, subject
to a guaranteed minimum annual fee of $2,150,000. In fis
cal 1993, the Company paid $1,569,000 in fees for use of
the facility for a portion of the year. As of May 2 , 1993 and
May 3, 1992, the Company had investments of $714,000
and $750,000, respectively, in the partnership which is
accounted for using the equity method. As of May 3 , 1992,
the Com pany had a $5,160,000 construction loan
outstanding to the partnership which is included in
prepaid expenses and other current assets. This loan was
repaid in May 1992. Under certain conditions, the Com
pany is obligated to purchase the other 50% partnership
interest for $750,000.

SAFEWAY INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note J— R elated Party Transactions
KKR provides management, consulting and financial
services to the Company for an annual fee. Such services
include, but are not necessarily lim ited to, advice and
assistance concerning any and all aspects of the opera
tion, planning and financing of the Company. Payments
for management fees, special services and reimburse
ment of expenses were $907,000, $826,000, and $788,000
in 1993,1992, and 1991, respectively.
The Company holds an 80% interest in Property
Development Associates (“ PDA” ), a partnership formed
in 1987 with a company controlled by an affiliate of KKR, to
purchase, manage and dispose of certain Safeway facili
ties, prim arily those which are no longer used in the retail
grocery business. The financial statements of PDA are
consolidated with those of the Company and the m inority
interest of $19.3 m illion and $14.5 m illion at year-end 1993
and 1992 is included in accrued claim s and other liabili
ties in the accompanying consolidated balance sheet.
During 1993, the Company contributed to PDA seven
properties no longer used in its retail grocery business
which had an aggregate net book value of $2.5 m illion. In
1992, the Company contributed three such properties
having a net book value of $0.9 m illion to PDA. Safeway
paid PDA $2.0 m illion in 1993 and $1.5 m illion in both 1992
and 1991 for reimbursement of expenses related to
management and real estate services provided by PDA.
No gains or losses were recognized on these transactions.

Related Party Transactions

Transactions Between Company
and Major Stockholders

Transactions Between Company
and Officers/Directors

PRAB ROBOTS, INC. (OCT)

THORN APPLE VALLEY, INC. (MAY)
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Note 4— Long-Term D ebt
Long-term debt consists of the following owed to a related
party that is a major stockholder of the Company:

4. Notes Payable, Officer, and Other Related
Party Transactions
The notes payable, officer, are due on demand, with interest
payable monthly at approximately Wo below the prime rate.
interest expense on the notes payable, officer, amounted
to approximately $104,700, $95,700 and $133,000 for the
years ended 1993,1992 and 1991, respectively.
The Company leased its sales division office building
from entities controlled by certain officers/shareholders of
the Company. During 1993,1992 and 1991, the Company
paid rent of approxim ately $174,600, $143,350 and
$90,000, respectively, for the use of this location.
The Company maintains inventory at a freezer ware
house which Is 75% owned by an officer/director of the
Company. Storage and handling expenses to this freezer
w arehouse am ounted to approxim ately $1,275,000,
$669,000 and $492,000 for the years ended 1993, 1992
and 1991, respectively. Additionally, the Company rents a
portion of the freezer warehouse for use as a distribution
center. Currently, the Company is operating under a threeyear lease agreement which expires in January 1994.
Freezer warehouse rent expense amounted to $882,000,
$688,000 and $625,000 for the years ended 1993, 1992
and 1991, respectively.

1993

1992

Term note payable collateralized by
essentially all assets of the Company,
bearing interest at 10%, due in quarterly
payments from February 1 , 1993
through August 1 , 1999 of $85,486
including interest, with the remaining
balance due October 31,1999. Effective
with the fiscal year ending October 31,
1993, additional payments will be
required based on a formula that
includes net income, certain non-cash
transactions, certain debt payments,
and dividend payments. The Company is
also required to pay a percentage of
cash received on its note receivable on
$2,067,046
the balance of this note.
224,193
Less current portion
$1,842,853
Long-term portion

$2,483,903
71,209
$2,412,694

Included in interest expense are the following amounts
attributable to the related party: $225,086 in 1993 and
$393,903 in 1992.
Under the agreement with the related party, half of the
proceeds from the note receivable (Note 21) must be used
to reduce the outstanding balance of the term note
payable— related party. The amount to be received, sub
ject to this agreement, from the note receivable in the year
ended October 3 1 , 1994 is $218,152 of which $87,500 w ill
be prepaid on the term note payable before October 31,
1994 and is included in the current portion of the term note
payable— related party.

In connection with the term note payable— related
party, the Company has agreed to maintain certain
covenants including levels of net current assets and ratios
of current assets to current liabilities, debt to tangible net
worth and quick assets to current liabilities. The Company
has also agreed to lim it fixed asset purchases and not to
make, guarantee or incur new loans. Also in connection
w ith this note, the Company has agreed to make a manda
tory prepayment on the note according to an agreed upon
form ula. The form ula is calculated October 31 of every
year. Any balance due under this agreement is then
classified as current portion of long-term debt. At October
31, 1993, there was $29,385 due under this mandatory
prepayment agreement which is included in the current
portion of long-term debt to the related party.

SPAN-AMERICA M EDICAL SYSTEMS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Related Party Transactions
The Company has patents and patent rights acquired
from its form er Chairman of the Board of Directors and
major shareholder. As consideration, the Company pays
royalties equal to three percent of gross sales on all
manufactured products covered by the patents. For the
1993,1992 and 1991 fiscal years, royalties totaled approxi
mately $57,000, $56,000 and $52,000, respectively.
The Company paid approximately $37,000 in 1993 and
$110,000 in 1992 in legal fees to a firm having a member
who is also a director of the Company. In addition, the
Company paid approximately $5,000 in 1993 and $17,000
in 1992 in rent for a m anufacturing facility owned by a vice
president of the Company.
The Company paid approxim ately $56,000 In 1993,
$5,000 in 1992, and $38,000 in 1991 for market research
consulting services to a firm whose president is a director
of the Company.
Subsequent to October 2 , 1993 the Company purchased
and retired 57,000 shares of its common stock from the
retired Chief Executive O fficer at a market value of
approximately $300,000.
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PLASM A-THERM , INC. (NOV)

Common Shareholders

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

HURCO COMPANIES, INC. (OCT)
Note 9 (In Part): Lease Com m itm ents
In addition, the Company leases space in New Jersey
from the Company’s president and principal shareholder.
The leases, expiring in O ctober 1994, provide for
aggregate present minimum annual rentals of $147,498
and are subject to a cost of living adjustment. In addition
to the minimum rental, the Company pays taxes, insurance
and maintenance relating to the leased property. The
aggregate rentals paid to the president for ail leases for
the years ended November 3 0 , 1993,1992 and 1991 were
approximately $240,300, $370,000 and $373,000, respec
tively. These amounts include payments made by the
Company's form er subsidiary, RF Power Products of
approximately $223,600 and $176,100 during the years
ended November 3 0 , 1992 and 1991, respectively.

L.B. FOSTER COMPANY (DEC)
NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS
Note 16. Related Party Transactions
As of January 1 ,1993, the Company entered into an agree
ment w ith Foster Industries, Inc. (“ FH” ), the Company’s
predecessor, to share the environmental remediation
costs up to $2,700,000 associated w ith a form er coal tar
pipe coating operation (see Note 17). The Company’s
president and chief executive officer and a director are
officers, shareholders and directors of Fll. During 1993,
the Com pany and F ll contribute d $1,372,000 and
$970,000, respectively, to remediate the site.
During 1991, the Company, together with other lessees,
leased space in an office building owned by a partnership
of which a director of the Company is a partner for an
annual rental of approximately $555,000.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ft R elated Party Transactions
The Company and A ir Express International (AEI) are
related parties because a common group of shareholders
hold a substantial ownership interest in both companies.
AEI ships inventory parts to and from the Company. The
cost of these freight services amounted to $97,000,
$118,000 and $26,000 for the years ended October 31,
1993,1992 and 1991, respectively.

INFLATION ACCOUNTING
Effective for financial reports issued after December 2,
1986, Statem ent o f Financial Accounting Standards No. 89
states that companies previously required to disclose
current cost inform ation are no longer required to disclose
such inform ation.
Many of the survey companies include a discussion of
inflation in the Management’s Discussion and Analysis of
Financial Condition and Results of Operations.
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BALANCE SHEET TITLE

Unclassified Balance Sheet

Table 2-1 summarizes the titles used to describe the state
ment of assets, liabilities and stockholders’ equity.

CHRYSLER CORPORATION (DEC)
In millions of dollars

TABLE 2-1: BALANCE SHEET TITLE
Balance Sheet..................... . . . .
Statement of Financial
Position..........................
Statement of Financial
Condition........................
Total Companies..............

1993
560

1992
559

1991
559

1990
559

35

36

36

35

5

5

5

6

600

600

600

600

BALANCE SHEET FORMAT
Balance sheet formats include the account form , the
report form , and the financial position form . The account
form shows total assets on the left-hand side equal to the
sum of liabilities and stockholders’ equity on the right-hand
side. The report form shows a downward sequence of either
total assets minus total liabilities equal to stockholders’
equity or total assets equal to total liabilities plus stock
holders’ equity. The financial position form, a variation of
the report form, shows noncurrent assets added to and
noncurrent liabilities deducted from working capital to
arrive at a balance equal to stockholders’ equity.
Effective for fiscal years ending after December 15,
1988, Statem ent o f Financial Accounting Standards No. 94
requires that companies consolidate subsidiaries having
nonhomogeneous operations. This requirement resulted
in certain survey companies presenting an unclassified
balance sheet (16 companies in 1993) or a balance sheet
classified as to industrial operations but showing assets
and lia b ilitie s of nonhom ogeneous operations as
segregated amounts (10 companies in 1993). Prior to the
effective date of SFAS No. 94, the survey companies, with
rare exception, presented classified balance sheets.
Examples of balance sheet form ats and a reclassifica
tion disclosure follow.

TABLE 2-2: BALANCE SHEET FORMAT
Report form ......................
Account form .....................
Financial position form.........
Total Companies............ . . . .

1993
432
167
1

1992
421
178
1

1991
412
187
1

1990
406
192
2

600

600

600

600

ASSETS:
Cash and cash equivalents
Marketable securities
Accounts receivable— trade and other
(less allowance for doubtful accounts:
1993— $52 million: 1992— $63 million)
Inventories
Prepaid taxes, pension and other expenses
Nonautomotive assets held for sale
Finance receivables and retained Interests
in sold receivables and other related
amounts— net
Property and equipment
Special tools
Intangible assets
Deferred tax assets
Other assets
Total Assets
LIABILITIES:
Accounts payable
Short-term debt
Payments due within one year on
long-term debt
Accrued liabilities and expenses
Long-term debt
Accrued noncurrent employee benefits
Other noncurrent liabilities
Total Liabilities
Commitments and Contingent Liabilities
SHAREHOLDERS’ EQUITY:

1993

1992

$ 4,040
1,055

$ 2,357
1,292

1,799
3,629
833

1,848
3,090
747
2,393

—

10,208
9,319
3,455
4,328
2,210
2,954
$43,830

11,134
8,635
2,896
4,619
27
1,615
$40,653

$ 6,863
3,297

$ 5,798
779

1,283
4,650
6,871
10,613
3,417
36,994

1,338
4,090
13,434
4,187
3,489
33,115

2

2

364
5,533
1,170

312
3,657
3,924

(Shares in millions)
Preferred stock— $1 per share par value;
authorized 20.0 shares; Series A Convertible
Preferred Stock; issued: 1993 and 1992—
1.7 shares; aggregate liquidation preference
$863 million
Common stock— $1 per share par value;
authorized 500.0 shares; issued:
1993— 364.1 shares: 1992— 312.1 shares
Additional paid-in capital
Retained earnings
Treasury stock— at cost: 1993— 10.4 shares;
1992— 16.2 shares
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

(233)
(357)
6,836
7,538
$43,830 $40,653

144

Section 2; Balance Sheet

Unclassified Nonhomogeneous Operations

Reclassification

QUAKER STATE CORPORATION (DEC)

CALMAT C O .(DEC)

(In thousands, except share data)
ASSETS
Current assets:
Cash and cash equivalents
Accounts and notes receivable, less
allowance of $1,679 in 1993 and $1,406
in 1992
Inventories (Note 4)
Deferred income taxes (Note 11)
Other current assets
Total current assets
Property, plant and equipment, net of
accumulated depreciation and depletion
(Note 6)
Other assets
Total assets other than insurance
Insurance assets (Note 5)
Investments
Cash
Premiums and other receivables
Deferred insurance acquisition costs
Other assets
Total insurance assets
Total assets

December 31,
1993
1992

$ 6,220

$ 34,146

56,818
40,103
18,375
17,468
138,984

60,613
52,139
31,668
26,879
205,445

225,828
82,903
447,715

227,935
75,428
508,808

185,446
9,408
59,310
60,005
21,793
335,962
$783,677

169,021
7,202
29,178
59,629
18,982
284,012
$792,820

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: Assets H eld fo r Sale
During 1988, the Company announced its intention to
dispose of a substantial portion of its developed and
developable properties, and these properties were classi
fied as assets held for sale. Due to the continued
depressed condition of the com m ercial real estate market
in southern California, combined with the tack of conven
tional financing available to buyers, the Company in 1992
conducted a review of the properties included in assets
held for sale. As a result of this review, substantially all the
properties were reclassified to operating assets. During
1993, the rem aining properties were reclassified to
operating assets. Prior period inform ation has been
restated to reflect the reclassifications.

TABLE 2-3: CASH— BALANCE SHEET CAPTIONS

LIABILITIES
Current liabilities:
Accounts payable
$ 35,980 $ 32,713
Accrued liabilities (Note 7)
92,367
67,339
Debt payable within one year
262
5,454
Total current liabilities
130,534
103,581
Long-term debt, less debt payable within
one year (Note 8)
51,188
73,729
Other long-term liabilities
179,054
184,700
Total liabilities other than insurance
388,963
333,823
Insurance liabilities (Note 5)
Unearned premiums
208,530
172,952
Policy claims
18,884
28,773
Due to reinsurance companies
6,897
9,266
Other liabilities
16,904
11,561
Total insurance liabilities
261,104
212,663
STOCKHOLDERS’ EQUITY
Capital stock $1.00 par value; authorized
shares, 37,500,000; issued shares,
27,250,818 in 1993 and 27,151,855
in 1992 (Note 10)
27,152
27,251
Additional capital
63,044
62,004
98,877
101,635
Retained earnings (Note 8)
Cumulative foreign currency
translation adjustment
403
75
Unearned compensation (Note 10)
(497)
—
Total stockholders’ equity
188,750
191,194
Total liabilities and stockholders’ equity $783,677 $792,820

Cash........................................
Cash and cash equivalents..........
Cash and equivalents.................
Cash includes certificates of
deposit or time deposits..........
Cash combined with marketable
securities.............................
No amount for cash...................
Total Companies...................

1993
84
408
43

1992
94
396
43

1991
96
391
34

1990
123
361
30

9

9

10

10

53
3

56
2

66
3

73
3

600

600

600

600

CASH
Table 2-3 lists the balance sheet captions used by the
survey companies to describe cash. As indicated in Table
2-3, the most frequently used caption is cash and cash
equivalents. Examples of balance sheet captions for
cash follow.
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Cash

PHOTO CONTROL CORPORATION (DEC)

BROWN & SHARPE MANUFACTURING
COMPANY (DEC)
1993
($000)
Current Assets;
$ 2,094
Cash and cash equivalents
6,078
Restricted cash
Accounts receivable, net of allowances for
43,905
doubtful accounts of $1,320 and $1,452
54,289
Inventories
3,031
Prepaid expenses and other current assets
$109,397
Total current assets

1992

$ 4,640
36,519
62,173
3,281
$106,613

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share data)
4. Short-Term Borrow ings
Bank and other financial institution lines of credit in effect
at December 25, 1993 and December 26, 1992 were
$39,731 and $28,872, respectively. The 1993 balance
includes $15,000 eligible borrowing under a financing
agreement the Company entered into on June 30, 1993
with a commercial lender for a revolving credit facility of
up to a maximum of $15,000 for an initial period of two
years with successive one year renewals, subject to term i
nation provisions In the agreement. The borrowing lim it is
determ ined periodically as a portion of the eligible
accounts receivable and finished inventory of the parent
company headquartered in North Kingstown, Rhode
Island. Substantially all assets of the Company are
pledged as collateral. The agreement contains covenants
which, among other things, require the Company to main
tain certain financial ratios and restricts the payment of
dividends. The remaining lines of credit are due upon
demand by the lenders. Borrowings under these lines
were $30,143 at December 25, 1993 and $21,502 at
D ecem ber 26, 1992, respectively. Short-term debt
represents amounts due in U.S. dollars and the U.S. dollar
equivalent of amounts due in foreign currencies. Interest
on these lines of credit is generally up to 2% above the
prime or base rate of the country in which the amounts
are borrowed.
No com pensating balances were required at December
2 5 , 1993. Certain foreign lines of credit require the Com
pany to maintain restricted cash deposit accounts which
amounted to $6,078 at December 2 5 ,1993. Compensating
balances of $50 were maintained at December 2 6 , 1992.
The Company has guaranteed the bank debt of its German
subsidiary. In addition, a credit line of $3,385 (£2,250) in
the U.K. is collateralized by the assets in that country, and
the Company has guaranteed up to $752 (£500).

Current Assets
Cash and Cash Equivalents
Accounts Receivable, Less Allowance
of $97,000
Notes and Other Receivables
Inventories
Prepaid Expenses
Total Current Assets

1993

1992

$ 842,815

$ 656,507

1,925,217
30,145
5,440,354
189,348
8,427,879

1,534,083
37,248
5,826,141
125,845
8,179,824

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Cash Equivalents
Cash and cash equivalents include money market mutual
funds and tax exempt bonds. The Company at December
31, 1993 and periodically throughout the year has main
tained balances in various operating and money market
accounts in excess of federally insured lim its.
THE STANDARD REGISTER COMPANY (DEC)
1993
($ 000)
Current Assets
Cash and cash equivalents
Accounts receivable, less allowance
for losses of $2,534 and $2,983,
respectively
Inventories
Deferred income taxes
Prepaid expense
Total current assets

1992

$ 78,994

$ 86,203

135,067
98,248
10,860
4,558
$327,727

122,444
87,577
11,006
5,069
$312,299

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Cash Equivalents
The Company classifies as cash equivalents all highly
liquid investments, prim arily composed of repurchase
agreements, m unicipal notes and bond funds, which
are convertible to a known amount of cash and carry an
insignificant risk of change in value.
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FANSTEEL INC. (DEC)

2. Marketable Securities
At December 31, 1993 and 1992, the Company had the

1993
Current Assets
Cash and cash equivalents
$10,644,413
Marketable securities
15,095,026
Accounts receivable, less allowance
of $276,000 in 1993 and $324,000
in 1992
12,325,810
income tax refunds receivable
208,450
Inventories
Raw material and supplies
3,058,053
Work-in-process
10,825,005
Finished goods
4,785,717
18,668,775
Less:
Allowance to state certain
inventories at LIFO cost
7,313,972
Total inventories
11,354,803
Other assets— current
Deferred income taxes
2,837,807
Other (including property held
for sale)
2,452,190
Total Current Assets
54,918,499

1992
$13,775,779
10,070,284
16,117,854
855,255
2,932,016
12,698,640
4,812,000
20,442,656

1993:
U.S. Treasury Note, face value of
$5,000,000, interest at 5.125%,
due April 30,1998
U.S. Treasury Bill, face value of
$5,000,000, due February 24,1994
Northern Trust Advantage investment
portfolio consisting of government
securities and municipal bonds
Accrued interest

7,772,461
12,670,195
1,887,897
598,625
55,975,889

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies
The Company considers all investments purchased with a
m aturity of three months or less to be cash equivalents.
On December 31, 1993 and 1992, the Company pur
chased $9,700,000 and $13,200,000, respectively, of U.S.
Government securities under agreements to resell on
January 3 , 1994 and January 4 , 1993, respectively. Due to
the short-term nature of the agreements, the Company did
not take possession of the securities which were instead
held in the Company’s safekeeping accounts at the banks.
Martetable securities are carried at cost plus accrued
interest and amortized discount, where applicable.

1992:
U.S. Treasury Note, face value of
$10,000,000, interest at 5.875%,
due May 15,1995
Accrued interest

Cost

Market

$ 4,964,683

$ 5,012,500

4,976,854

4,977,849

5,037,007
14,978,544
116,482
$15,095,026

5,045,055
15,035,404
116,482
$15,151,886

$ 9,993,829
76,455
$10,070,284

$10,231,250
76,455
$10,307,705

The calculation of net unrealized gain for the years ended
December 3 1 ,1993 and 1992 is as follows:

Aggregate marke t value
Aggregate cost
Net Unrealized Gain

1993
1992
$15,035,404 $10,231,250
14,978,544
9,993,829
$
56,860 $ 237,421

Net unrealized gain at December 31, 1993 has not been
recognized in the accompanying consolidate financial state
ments; such amount consisted of gross unrealized gains of
$56,860. There were no gross unrealized losses on market
able securities at December 3 1 ,1993.
Net realized gains on marketable securities for the year
ended December 31, 1993 were $386,409. There were no
realized gains or losses for years 1992 and 1991.

SUN MICROSYSTEMS, INC. (JUN)
1993
($000)
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowances
of $51,462 in 1993 and $48,697
in 1992
Inventories
Deferred tax assets
Other current assets
Total current assets

1992

$ 828,839
309,873

$ 847,309
372,829

627,174
256,275
121,874
128,311
2,272,346

503,762
179,673
110,519
134,347
2,148,439
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Cost Which Approximates Market

1. Summary o f S ignificant Accounting Policies

Cash Equivalents and Short-Term Investments
Cash equivalents consist prim arily of highly liquid invest
ments with insignificant interest rate risk and original
m aturities of three months or less at date of acquisition.
They are carried at cost, which approximates fair value.
Short-term investments consist primarily of auction market
preferred stock, commercial paper and tax-exempt secu
rities with original m aturities beyond three months and
less than twelve months. Such short-term investments are
carried are cost, which approximates fair value, due to the
short period of tim e to maturity.

Statem ent o f Financial Accounting Standards No. 12
requires that marketable equity securities (as defined in
the Statement) be carried at lower of aggregate cost or
market value. SFAS No. 12 also specifies information
which the financial statements should disclose about
marketable equity securities. Effective for fiscal years
beginning after December 15,1993, Statem ent o f Financial
Accounting Standards No. 115 w ill supersede SFAS No. 12.
SFAS No. 115 requires that, except for debt securities clas
sified as “ held-to-m aturity securities,” investments in
debt and equity securities should be reported at fair value.
Twenty-one survey companies elected to adopt SFAS No.
115 during 1993.
Chapter 3, paragraph 9, of Accounting Research Bulle
tin No. 43 requires that marketable securities, other than
those w ithin the scope of SFAS No. 12, be carried at cost
unless “ market value is less than cost by a substantial
amount and it is evident that the decline in market value is
not due to a mere temporary condition.” Paragraph 9 also
states that the market value of marketable securities
carried at cost should be disclosed.
Statem ent o f F inancial Accounting Standards No. 105
defines marketable securities as financial instruments.
Statem ent o f Financial Accounting Standards No. 107,
effective for fiscal years ending after December 15,1992,
requires that the fair value of marketable securities be
disclosed. Of the 145 survey companies disclosing the fair
value of marketable securities, 100 companies stated that
fair value approximated the carrying amount and 45 com
panies stated that fair value was based on market quotes.
Table 2-4 shows the carrying bases at which marketable
securities are included in the balance sheet. Examples of
marketable security presentations follow.

TABLE 2-4: MARKETABLE SECURITIES— BASES
Number of Companies
1993 1992 1991 1990
132
17
15
33
15

1992

1993

($000)
Cash and cash equivalents
Marketable securities
Accounts receivable less allowances
(1993-$45,949 and 1992-$38,905)
Inventories
Other current assets
Total Current Assets

$1,936,834
283,449

$1,692,761
289,603

1,389,555
958,896
238,950
4,807,684

1,250,541
944,568
374,604
4,552,077

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARKETABLE SECURITIES

Cost
Approximates market........
No reference to market.......
Market value disclosed.......
Lower of cost or market.........
Market/fair value...................

AMERICAN HOME PRODUCTS
CORPORATION (DEC)

138
19
9
35
3

156
7
5
30
—

164
6
6
42
2

1 (in Part): Summary o f S ignificant Accounting Policies
Cash and cash equivalents, for purposes of reporting
cash flows, consists prim arily of certificates of deposit,
time deposits and other short-term, highly liquid securities
and is stated at cost, which approximates fair value.
Marketable securities consists of U.S. government or
agency issues and corporate bonds and are stated at cost,
which approxim ates fa ir value. The fair values are
estimated based on quoted market prices. In May 1993,
the Financial Accounting Standards Board issued State
ment of Financial Accounting Standards (SFAS) No. 115—
Accounting fo r Certain Investm ents in D ebt and Equity
S ecurities. This Statement w ill be adopted in the first
quarter of 1994, and the effect w ill be im m aterial to
the Company.

ARCHER DANIELS M IDLAND COMPANY (JUN)
1992

1993

(In thousands)
Current Assets
Cash and cash equivalents
Marketable securities
Receivables
Inventories
Prepaid expenses
Total Current Assets

$ 386,483
1,481,831
824,882
1,131,787
96,751
3,921,734

$ 964,360
439,125
696,774
1,025,030
88,116
2,213,405

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash Equivalents and M arketable S ecurities
Cash equivalents and marketable securities are carried at
cost, and consist prim arily of United States government
obligations. The Company considers all highly liquid
investments with a m aturity of three months or less at the
tim e of purchase to be cash equivalents. At June 3 0 , 1993
and 1992, the fair value of the Company’s marketable
securities, based on quoted market prices, exceeded the
carrying value of these securities by $66 m illion and $76
m illion, respectively.
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BRIGGS & STRATTON CORPORATION (JUN)

Current Assets:
Cash and Cash Equivalents
Short-Term Investments
Receivables, Less Allowances of
$754,000 and $662,000,
Respectively
Inventories—
Finished Products and Parts
Work in Process
Raw Materials
Total Inventories
Future Income Tax Benefits
Prepaid Expenses
Total Current Assets

1993

1992

$39,501,000
70,422,000

$ 78,942,000

Long-Term Debt
The fair value of the Company’s long-term debt is esti
mated based on quotations made on sim ilar issues.
The estimated fair values of the Company’s financial
instrum ents are as follows:

—

124,981,000

103,615,000

46,061,000
25,320,000
2,684,000
74,065,000
27,457,000
16,537,000
352,963,000

44,294,000
25,014,000
3,181,000
72,489,000
23,264,000
18,837,000
297,147,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Cash and Cash Equivalents
This caption includes cash and certificates of deposit.
The Company considers ail highly liquid investments
purchased with a m aturity of three months or less to be
cash equivalents.
Short-Term Investments
This caption represents short m aturity m utual fund
investments that can be readily purchased or sold using
established markets. These investments are stated as
cost plus accrued income which equals market value.
10. D isclosures about Fair Value o f Financial instrum ents
The following methods and assumptions were used to
estim ate the fair value of each class of financial instru
ments for which it is practicable to estimate that value;

Cash and Cash Equivalents
The carrying amount approximates fair value because of
the short m aturity of those instruments.
Short-Term Investments
The carrying amount for this asset is the quoted market
value as described in Note 1.

(In thousands of dollars)
Cash and Cash Equivalents
Short-Term Investments
Long-Term Debt

1993
Carrying
Fair
Amount
Value
$ 39,501 $ 39,501
70,422
70,422
(75,000) (83,000)

BROW N-FORMAN CORPORATION (APR)
1993
($000)
Assets
Cash and cash equivalents
Short-term investments
Accounts receivable, less allowance for
doubtful accounts of $10,432 in 1993
and $7,970 in 1992
Inventories;
Barreled whisky
Finished goods
Work in process
Raw materials and supplies
Total inventories

1992

$ 74,912
18,146

$ 50,030
16,905

238,921

208,271

137,880
142,640
56,857
28,139

144,538
147,777
29,238
30,869

365,516

352,422

Other current assets

22,759

23,850

Total Current Assets

720,254

651,478

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting P olicies

Cash Equivalents
Marketable securities that are highly liquid and have
m aturities of three months or less at the date of purchase
are classified as cash equivalents. The carrying amount
approximates fair value.
Short-Term Investments
Short-term interest bearing investments are those with
m aturities of less than one year but greater than three
months when purchased. These investments are readily
convertible to cash and are stated at cost, which approxi
mates fair value.
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M EREDITH CORPORATION (JUN)

LIZ CLAIBORNE, INC. (DEC)
1993
($000)
Current Assets:
Cash and cash equivalents
Marketable securities
Accounts receivable— trade
Inventories
Deferred income tax benefits
Other current assets
Total current assets

$ 104,720 $ 130,721
294,892
204,571
200,183
174,435
385,879
436,593
13,907
15,065
55,384
69,055
1,004,439
1,080,966

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Cash Equivalents
All highly liquid investments with a remaining m aturity of
three months or less at the date of acquisition are classi
fied as cash equivalents.
Marketable Securities
Investments are stated at cost, which approximates
market value. Gains and losses on investment transac
tions are recognized when realized based on settlem ent
dates. Dividends on preferred stock are recorded in
income based on payment dates. Interest is recognized
when earned.
3. M arketable S ecurities
Marketable securities include:

(Dollars in thousands)
Tax exempt notes and bonds
U.S. & foreign government securities
Collateralized mortgage obligations
Commercial paper

Dec. 25,
1993
$185,751
10,619
8,201
—
$204,571

1992
1993
(In thousands)

1992

Dec. 26,
1992
$265,481
14,147
—

15,264
$294,892

The above investments do not include cash equivalents of
$92,282,000 in 1993 and $117,366,000 in 1992. The cash
equivalents consisted prim arily of m unicipal securities in
1993 and 1992.
In May 1993, the Financial Accounting Standards Board
issued SFAS No. 115 “ Accounting for Certain Investments
in Debt and Equity Securities,’’ effective for fiscal years
beginning after December 15,1993. Under the new rules,
debt securities that the Company has both the intent and
ability to hold to m aturity are carried at amortized cost.
Debt securities that the Company does not have the intent
and ability to hold to m aturity are classified either as
“ available-for-sale’’ or as “ trading’’ and are carried at fair
value. Unrealized gains and losses on securities classi
fied as available-for-sale are carried as a separate compo
nent of stockholders’ equity. Unrealized gains and losses
on securities classified as trading are reported in earn
ings. Management has determined that the effect of
adopting SFAS No. 115 at the beginning of the 1994 fiscal
year w ill not be material.

Current Assets:
Cash and cash equivalents
Marketable securities (Notes 2 and 3)
Accounts receivable
Less allowances for doubtful accounts
and returns
Net receivables
Inventories
Supplies and prepayments
Deferred subscription acquisition costs
Film rental costs
Total Current Assets

$ 18,569
21,422
92,168

$ 42,333
41,870
90,405

(16,407)
75,761
32,383
18,206
105,342
15,750
287,433

(15,971)
74,434
26,149
19,740
106,743
18,508
329,777

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): D isclosures A bout the Fair Value o f Financial
Instrum ents

Marketable Securities
The fair value of marketable securities, consisting prim ar
ily of m unicipal bonds, is approximately $21,400,000. The
fair value of marketable securities was determined based
on quoted market prices, where available, or through a
bond pricing m atrix, using securities with sim ilar yields
and m aturities.
Film Rental Contracts Payable
The amount reflected as film rental contracts payable at
June 30, 1993, represents future payments to be made
under film program contract agreements. The fair value of
film rights payable is the present value of future payments.
At June 3 0 , 1993, the present value of future payments is
approximately $15,000,000.
Long-Term Indebtedness
The fair value of existing long-term indebtedness incurred
by Meredith/New Heritage Strategic Partners, L.P., deter
mined using rates currently available to that partnership
for swap agreements with sim ilar term s and m aturities is
approximately $141,000,000.
The carrying amounts reported on the Consolidated
Balance Sheets at June 3 0 , 1993, for all other assets and
liabilities subject to SFAS No. 107 “ Disclosures about Fair
Value of Financial Instrum ents’’ approximate their respec
tive fair values. Fair value estimates are made at a specific
point in tim e based on relevant market and financial
instrum ent inform ation. These estimates are subjective in
nature and involve uncertainties and matters of significant
judgm ent and therefore cannot be determined with preci
sion. Changes in assumptions could significantly affect
these estimates.
3. M arketable S ecurities
Marketable securities are carried at (net amortized) cost.
These securities consisted of m unicipal bonds, commer
cial paper and other short-term investments with market
values of $21,431,000 at June 30, 1993, and $41,965,000
at June 3 0 , 1992.
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TELEDYNE, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1993
1992
(In millions)
Current Assets:
Cash and marketable securities
Receivables
Inventories
Deferred income taxes
Prepaid expenses
Total current assets

$155.0
332.4
172.6
123.0
20.5
803.5

$231.3
369.9
197.8
145.7
15.3
960.0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Financial Instruments
The fair value of financial instruments, except for longterm debt, approximated their carrying values at Decem
ber 31, 1993. Fair values have been determined through
inform ation obtained from quoted market sources and
management estimates.
Note 4 (In Part): Supplem ental Balance Sheet Inform ation
Cash and marketable securities at December 31, 1993
and 1992 were as fo llows:
______________________________________1993
1992
(In millions)
Cash
$ 14.7 $ 8.1
United States Treasury notes, at amortized cost
(market: 1993-$119.0; 1992-$124.4)
122.0
115.3
Repurchase agreements, at cost which
approximates market
25.0
53.5
Litton common stock, at cost
—
(market: 1992-$75.2)
45.1
Other marketable securities, at amortized cost
—
2.6
$155.0 $231.3

Lower Of Cost Or Market
GUARDSMAN PRODUCTS, INC. (DEC)
1993
1992
(In thousands except share amounts)
Current Assets
Cash
Marketable securities
Accounts receivable, less allowances
Inventories
Deferred income taxes
Other current assets
Total current assets

$ 4,472
1,969
23,289
22,893
1,642
2,756
57,021

$ 2,842
1,969
18,775
18,444
2,330
3,384
47,744

Note 1 (In P art): Summary o f S ignificant
Accounting P rinciples

Cash
For purposes of the Consolidated Statements of Cash
Flows, the Company considers ail highly liquid invest
ments purchased with a m aturity of three months or less
to be cash equivalents.
Marketable Securities
M arketable se cu ritie s are carried at the low er of
aggregate cost or market value. These securities are held
by the Company’s wholly-owned captive insurance sub
sidiary. They are reserved for future payment of insurance
claim s and are pledged as collateral for letters of credit
issued to secure reinsurance provided to an insurance
company.
Effective January 1, 1994, the Company w ill adopt
Statement of Financial Accounting Standards No. 115,
“ Accounting for Certain Investments in Debt and Equity
S ecurities.’ ’ U nder th is statem ent, the C om pany’s
marketable securities w ill be classified as “ available for
sale’ ’ and w ill be recorded at current market value with a
offsetting adjustm ent to stockholders’ equity. The adop
tion of this statement w ill not have a material effect on the
Company’s consolidated financial position.
HYDE ATHLETIC INDUSTRIES. INC. (DEC)

Current assets:
Cash and cash equivalents
Market securities, net of valuation
allowance (1993, $104,033)
(Note 3)
Accounts receivable, net of
allowance for doubtful accounts
and discounts (1993, $1,191,819;
1992, $1,001,615)
Due from officers
Inventories
Deterred income taxes
Prepaid expenses and other
current assets
Total current assets

1993

1992

$10,013,166

$ 4,949,946

4,003,952

—

18,428,407
7,613
22,829,497
1,190,852

20,616,297
13,644
22,033,503
872,384

1,647,660
58,121,147

547,114
49,032,888
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3. M arketable S ecurities:
Marketable securities, which consist prim arily of shares
in a mutual fund which invests in m unicipal and U.S.
Government obligations, are stated at the lower of cost
or market.
The cost of the securities held at December 31, 1993
was $4,107,985. The fair value of these securities is esti
mated based on quoted market prices. A valuation
allowance of $104,033 has been recorded in 1993 to
reduce the carrying value of the portfolio to market value
and is included in consolidated net income.
Net realized gains on sales of securities included in the
determ ination of consolidated net income amounted to
$11,525. At December 31, 1993, gross unrealized gains
and gross unrealized losses were $0 and $104,033,
respectively.

NATIONAL SEMICONDUCTOR CORPORATION (MAY)
1992
1993
(In millions)
Current assets:
Cash and cash equivalents
Restricted cash
Short-term marketable investments
Receivables, net of allowances of $33.0;
$39.2 in 1992
Inventories
Other current assets
Total current assets

$277.4
54.4

$138.3
20.9
—

271.5
189.6
49.4
842.3

194.5
207.8
33.5
595.0

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary

Significant Accounting Policies

Marketable Investments
Marketable investments consist of commercial paper,
certificates of deposit, United States and Eurodollar tim e
deposits, bankers’ acceptances, securities issued by the
United States Government, Corporate Notes and Bonds,
and privately placed debt. Investments in tim e deposits
and certificates of deposit are acquired from banks having
combined capital and surplus of not less than $100 m illion
dollars. Investments in commercial paper of industrial
firm s and financial institutions are rated A1, P1 or better.
Short-term marketable investments mature w ithin one
year or less and are carried at the lower of cost or market.
As of May 30, 1993, the carrying value of short-term
marketable investments approximates fair value. As of
May 30, 1993, the fair value of long-term investments,
which are carried at the lower of cost or market, was $13.9
million. Fair value for short-term and long-term marketable
investments was based on quoted market prices.

The Company’s policy is to diversify the investment
portfolio to reduce risk to principal from credit, geographic
and investment sector risk. At May 3 0 , 1993, investments
were placed with a variety of different financial institutions
or other issuers, and no individual non-U.S. government
security, financial institution, or issuer exceeded 10 per
cent of total investments.
ROBBINS & MYERS, INC. (AUG)
1993

1992

Current Assets
Cash and cash equivalents
$ 1,422,282 $ 1,997,357
Marketable securities
23,063,578 22,096,625
Accounts receivable, less allowances 15,437,049
13,416,795
Inventories
5,697,217
7,294,165
Prepaid expenses
252,315
485,669
Deferred taxes
2,377,195
489,249
48,249,636
45,779,860
Total Current Assets
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f Accounting Policies (In Part)

Marketable Securities
Marketable securities, which consist of equity securities,
U.S. Government obligations, other fixed rate obligations
and short-term investment funds are stated at the lower of
cost or market based on quoted market prices. Unrealized
losses on current marketable securities are charged to
income. Realized gains or losses are determined on the
specific identification method and are reflected in income.
Short-term investment funds represent tem porary cash
balances resulting prim arily from the tim ing of investing
transactions.
M arketable S ecurities
At August 3 1 , 1993 and 1992, marketable securities con
sist of the following:
(In thousands)
Equity securities:
Common stocks
Preferred stocks
U.S. Government obligations
Other fixed rate obligations
Short-term investment funds

Less allowance for unrealized losses

1993

1992

$ 7,902
6,044
6,958
1,728
501
23,133
69
$23,064

$ 7,581
4,365
5,592
0
4,695
22,233
136
$22,097

At August 31, 1993, gross unrealized gains and gross
unrealized losses pertaining to marketable securities
were $657,000 and $726,000, respectively.
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Market Value
DSC COMMUNICATIONS CORPORATION (DEC)
______________________________________________ 1993

1992

($000)
Current Assets
Cash and cash equivalents
M arketable securities
Receivables
Inventories
Contract developm ent costs
O ther current assets
Total current assets

$154,888
158,920
139,962
122,869
5,978
19,414

$ 69,839

602,031

274,806

90,370
100,445
6,036
8,116

Investm ents in Debt and E quity S ecurities
The following is a summary of the estimated fair value of
available for sale securities by balance sheet classifica
tion at December 3 1 , 1993:
(In thousands)
Cash and cash equivalents:
Com m ercial paper
C ertificates o f deposit
O ther debt obligations

$ 2 4 ,9 1 1
15,000
26,169
$ 66,080

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting P olicies (In Part)

Investments in Debt and Equity Securities
The Company has elected to adopt Statement of Financial
Accounting Standards No. 115, “ Accounting for Certain
Investments in Debt and Equity Securities” (FAS 115), in
1993. In accordance with FAS 115, prior years’ financial
statements have not been restated to reflect the change in
accounting method. There was no cum ulative effect as a
result of adopting FAS 115 in 1993.
Management determ ines the appropriate classification
of its investments in debt and equity securities at the time
of purchase and reevaluates such determ ination at each
balance sheet date. Debt securities for which the Company
does not have the intent or ability to hold to m aturity are
classified as available for sale, along with the Company’s
investment in equity securities. Securities available for
sale are carried at fair value, with the unrealized gains and
losses, net of tax, reported in a separate component of
shareholders’ equity. At December 31,1993, the Company
had no investments that qualified as trading or held
to maturity.
The amortized cost of debt securities classified as
available for sale is adjusted for am ortization of premiums
and accretion of discounts to m aturity or, in the case of
mortgage-backed securities, over the estimated life of the
security. Such am ortization and interest are included in
interest income. Realized gains and losses are included in
other income or expense. The cost of securities sold is
based on the specific identification method.
At December 31, 1993, the Company’s investments in
debt and equity securities were classified as cash and
cash equivalents and marketable securities. These invest
ments are diversified among high credit quality securities
in accordance with the Company’s investment policy.

M arketable securities
U.S. Treasury obligations
M ortgage-backed securities
Corporate debt securities

$112,243
29,090
17,587
$158,920

The estimated fair value of each investment approximates
the amortized cost, and therefore, there are no unrealized
gains or losses as of December 3 1 , 1993.
The estimated fair value of debt securities available for
sale by contractual m aturity at December 31, 1993 is
as follows:
(In thousands)
Due
Due
Due
Due

in three m onths or less
a fter three m onths through one year
a fter one year through three years
a fte r three years

$ 66,080
85,849
43,981
29,090
$225,000

Expected m aturities w ill differ from contractual m aturities
because the issuers of the securities may have the right to
prepay obligations w ithout prepayment penalties.
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HUMANA INC. (DEC)
1993

1992

($ millions)
Current assets:
Cash and cash equivalents
Marketable securities
Premiums receivable, less allowance for doubtful
accounts of $17 in 1993 and $14 in 1992
Deferred income taxes
Other
Total current assets

$ 372
427

$233
60

37
129
37
1,002

53
120
22
488

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Dollars in millions
U.S. Government securities
Tax exempt municipal bonds
Marketable equity security
Collateralized mortgage obligations
Other

Dollars in millions

Cash and Cash Equivalents
Cash and cash equivalents include cash, money market
funds, commercial paper and certain U.S. Government
securities with an original maturity of three months or less.

Due within one year
Due after one year through five years
Due after five years through 10 years
Due after 10 years
Note due at a single maturity date

4. Investm ents
Marketable securities classified as current assets at
December 3 1 ,1993, include the following:

Dollars in millions
U.S. Government securities
Tax exempt municipal bonds
Corporate bonds
Other

Fair
Value Cost
$ 21 $ 20
394
391
10
10
2
2
$427 $423

Marketable securities classified as long-term assets at
December 3 1 , 1993, include the following:

Cost
$ 29
158
103
11
31
$332

The contractual m aturities of debt securities available for
sale at December 31, 1993, regardless of their balance
sheet classification, follows:

2 (In Part): Summary o f S ignificant Accounting Policies

Marketable Securities
The Company adopted Statement of Financial Account
ing Standards No. 115 (“ SFAS No. 115” ), “ Accounting
for Certain Investments in Debt and Equity Securities,”
effective December 31,1993. The adoption of SFAS No. 115
resulted in an increase in stockholders’ equity of $4 m il
lion. The consolidated balance sheet at December 31,
1992, was not restated to give effect to the adoption of
this statement.
At December 31, 1993, marketable equity and debt
securities have been categorized as available for sale
and as a result are stated at fair value. Marketable equity
and debt securities available for current operations are
classified in the balance sheet as current assets while
securities held for non-current uses, such as acquisitions,
capital spending and funding of professional liability risks
are classified as long-term assets. Unrealized holding
gains and losses are included as a component of stock
holders’ equity until realized. At December 31, 1992,
marketable equity securities were stated at the lower of
aggregate cost or market, while marketable debt securities
were carried at amortized cost which approximated market.

Fair
Value
$ 29
158
105
11
32
$335

Fair
Value
$125
222
91
9
210
$657

Cost
$124
220
91
8
209
$652

Gross unrealized holding gains and losses at December
31, 1993, were $10 m illion and $3 m illion, respectively.
Proceeds and gross realized gains from the sale of
securities classified as available for sale for the year
ended December 3 1 , 1993, were $116 m illion and $1 m il
lion, respectively. For the purpose of determ ining gross
realized gains and losses, the cost of securities sold is
based upon specific identification.
Marketable securities at December 31, 1992, include
the following;

Dollars in millions
U.S. Government securities
Tax exempt municipal bonds
Other

Cost
$24
22
14
$60

Fair
Value
$25
22
14
$61

Long-term marketable securities at December 31, 1992,
include the following:

Dollars in millions
U.S. Government securities
Tax exempt municipal bonds
Marketable equity securities
Collateralized mortgage obligations
Other

Cost
$ 26
210
28
22
35
$321

Fair
Value
$ 26
212
28
23
36
$325
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MAXXAM INC. (DEC)
TABLE 2-5: CURRENT RECEIVABLES
1993

1992

(In millions)
Current assets:
Cash and cash equivalents
$ 83.9
Marketable securities
44.7
Receivables:
Trade, net of allowance for doubtful accounts
of $3.2 and $3.5 at December 31,1993
and 1992, respectively
175.3
Other
90.8
Inventories
503.6
Prepaid expenses and other current assets
93.3
Total current assets
991.6

$

81.9
70.6

196.0
114.4
503.0
67.3
1,033.2

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In m illions o f dollars, except share am ounts)

1993

1992

1991

1990

Trade Receivable Captions
Accounts receivable.................
Receivables............................
Trade accounts receivable.........
Accounts and notes receivable...

250
147
124
79

237
147
136
80

234
151
135
80

232
158
124
86

Total Companies.................

600

600

600

600

57
42
31
25
8
7
1

57
51
31
25
5
7
10

56
64
30
24
7
6
5

54
56
28
25
6
8
1

Receivables Other Than
Trade Receivables
Contracts...............................
Tax refund claims......................
Investees ................................
Finance...................................
Installment notes or accounts ...
Employees...............................
Sale of assets..........................

1 (In Pa rt): Summary o f S ignificant Accounting Policies

Cash Equivalents
Cash equivalents consist of highly liquid money market
instrum ents with original m aturities of three months or
less. The carrying amount of these instrum ents approxi
mates fair value.
Marketable Securities
On December 3 1 ,1993, the Company adopted Statement
of Financial Accounting Standards No. 115, Accounting fo r
Certain Instrum ents in Debt and E quity S ecurities (“ SFAS
115” ). In accordance with the provisions of SFAS 115,
marketable securities are carried at market value on
December 3 1 ,1993. Prior to that date, marketable securi
ties portfolios were carried at the lower of cost or market at
the balance sheet date. The cost of the securities sold is
determined using the first-in, first-out method. Market
values are determined based on quoted prices. The cost
and market values of securities held at December 31,
1992 were $72.6 and $70.6, respectively. Included in
investment, interest and other income for each of the
three years ended December 31, 1993 were: 1993— net
realized gains of $4.2, the recovery of $2.0 of net unrealized
losses and net unrealized gains of $.9; 1992— net realized
losses of $6.0 and net unrealized losses of $.3; and
1991— net realized losses of $1.0 and the recovery of $.3 of
net unrealized losses. Net unrealized losses represent the
amount required to reduce the short-term marketable
securities portfolios from cost to market value prior to
December 3 1 , 1993.

CURRENT RECEIVABLES
Table 2-5 summarizes both the descriptive titles used in
the balance sheet to describe trade receivables and
the types of receivables, other than trade receivables,
which the survey companies most frequently showed as
current assets. Examples of receivables shown as current
assets follow.

RECEIVABLES OTHER THAN
TRADE RECEIVABLES
Contracts
THE BLACK & DECKER CORPORATION (DEC)
____________________________________ 1993

1992

($ millions)
Cash and cash equivalents
Trade receivables, less allowances of
$38.5 ($49.9 for 1992)
Inventories
Other current assets
Total Current Assets

$

82.0
832.1
728.9
121.1
1,764.1

$

66.3
815.0
746.8
155.0
1,783.1

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4: Trade Receivables
Trade receivables at Decem ber 31, 1993, included
unbilled costs and retainages under long-term contracts
of PRC in the amount of $182.6 m illion, of which $19.4 m il
lion is not expected to be collected w ithin one year.
Unbilled amounts can be invoiced upon reaching certain
milestones and upon com pletion of contract audits.
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REFLECTONE, INC. (DEC)

Concentration of Credit
The Corporation sells products and services to customers
in diversified industries and geographic regions and,
therefore, has no significant concentrations of credit. The
Corporation continuously evaluates the creditworthiness
of its customers and generally does not require collateral.
Sale of Receivables Program
The Sale of Receivables Program currently allows for the
sale of up to $220.0 m illion of accounts receivable with
lim ited recourse. At December 3 1 , 1993, the Corporation
had sold $218.0 m illion of receivables under this program
compared to $211.5 m illion at December 31, 1992. The
discount on the sale of receivables is included in other
expense.

Current Assets;
Cash and cash equivalents
Receivables— non-affiliate
Receivables— affiliate
Current installments of long-term
note receivable
Inventory
Prepaid expenses and other
current assets
Total current assets

1993

1992

$ 2,160,241
17,172,351
3,093,672

$ 5,455,338
16,334,417
2,178,393

772,218
4,410,031

1,437,951
2,361,405

707,135
28,315,648

1,099,412
28,866,916

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ENVIROQ CORPORATION (MAR)

Current Assets:
Cash and cash equivalents
Contracts receivable (net of allowance
for doubtful accounts of $25,000
and $0)
Marketable securities ($1,862,000
and $2,299,000 approximate
market value)
Inventories
Costs and estimated earnings in
excess of related billings
Receivables from related parties
Interest receivable
Prepaid expenses and other assets

Note 1 (In Part): Summary o f Significant Accounting Policies

1993

1992

$ 174,786

$ 239,651

2,133,414

2,719,605

1,862,006
798,416

2,297,732
633,655

723,661
45,835
17,035
203,423
5,958,576

46,130
422
31,382
196,807
6,165,384

Receivables
In accordance with industry practice, receivables include
amounts relating to contracts and programs having
production cycles longer than one year, and a portion
thereof w ill not be realized w ithin one year.
Note 3— Receivables
Component elements of receivables consist of the follow
ing at December 31:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Receivables
U.S. Government
Billed
Unbilled
Unrecovered costs subject to
future negotiation— not billed

2. C ontracts Receivable
Substantially all the contracts are with governmental units
located w ithin the Company’s geographic territory. Con
tracts receivable are as follows:

Commercial
Billed
Unbilled
Provision for doubtful accounts

Completed contracts
Contracts in process
Retained

March 1993
$ 730,082
1,376,765
26,567
$2,133,414

March 1992
$1,185,634
1,511,342
22,629
$2,719,605

Affiliates
Billed
Unbilled

1993

(Restated)
1992

$ 4,766,010
3,370,136

$ 3,186,251
3,729,265

3,000,000
11,136,146

4,186,000
11,101,516

4,600,927
3,251,055
1,981,846
1,485,278
—
(50,000)
5,232,901
6,036,205
$17,172,351 $16,334,417
$ 2,998,634
95,038
$ 3,093,672

$ 1,044,017
1,134,376
$ 2,178,393

U.S. Government receivables include amounts derived
from contracts on which the Company perform s on a
prime contractor or subcontractor basis.
Unbilled amounts represent the difference between
revenue recognized for financial reporting purposes and
amounts contractually perm itted to be billed to customers.
These amounts w ill be billed in subsequent periods as
progress billings, upon shipm ent of the product or com
pletion of the contract. Unbilled amounts are net of related
progress payments in the aggregate of approximately
$37.3 m illion and $33.3 m illion as of December 31, 1993
and 1992, respectively.
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Revisions in estimated program costs at com pletion are
reflected in the period during which facts and circum 
stances necessitating such a change first become known.
Unrecovered costs subject to future negotiation include
incremental costs arising out of customer-occasioned
unforeseen development work and amounts for work
performed not specified in express contract provisions.
M anagem ent has made provision fo r future costs
associated with these actions as described in Note 7.
It is anticipated that approximately $3,000,000 of receiv
ables w ill not be collected w ithin one year.

Receivables From Investees
THE ALLEN GROUP INC. (DEC)
1993
($000)
Current Assets:
Cash
Accounts receivable, less allowance for
doubtful accounts 1993, $1,270,000;
1992, $3,543,000
Receivable from joint venture
Inventories
Prepaid expenses
Current portion of note receivable
Other current asset
Total current assets

$ 4,391

54,721
242
56,828
1,021
6,579
—
130,564

47,592
914
75,573
1,746
—

6,285
136,501

ANALOGIC CORPORATION (JUL)

Current assets:
Cash (including cash equivalents of
approximately $15,978 in 1993 and
$11,336 in 1992)
$ 20,482
Marketable securities, at cost which
approximates market
67,340
Accounts and notes receivable, net of
allowance for doubtful accounts
(1993, $1,518; 1992, $620)
32,275
Accounts receivable, affiliate
841
Inventories
39,940
Prepaid expenses and other current assets
4,330
Total current assets
165,208

4 (In Part): Investm ents In and Advances
To A ffilia te d Companies
The Company owns 50% of Analogic Scientific, Inc., a
joint venture corporation with Kejian Corporation of The
People’s Republic of China. The Company’s investment
of $1,500,000 has been accounted for using the equity
method of accounting. The Company’s share of Analogic
Scientific’s income amounted to $2,000,000, $3,423,000
and $500,000 in fiscal years 1993,1992 and 1991, respec
tively. The carrying value of th is investm ent was
$4,000,000 and $2,500,000 at July 31, 1993 and 1992,
respectively. Transactions w ith Analogic Scientific, Inc. for
fiscal years 1993,1992 and 1991 consisted of revenues of
approximately $2,542,000, $5,188,000 and $3,244,000,
respectively. At July 3 1 ,1993 and 1992, accounts receiva
ble from this affiliate were $841,000 and $1,550,000,
respectively.

1992

$ 11,173

1993
($000)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1992

Finance Receivables
W INNEBAGO INDUSTRIES, INC. (AUG)
1993
1992
($000)
Current Assets
Cash and cash equivalents
Marketable securities
Receivables, less allowance for doubtful
accounts ($2,798 and $829, respectively)
Dealer financing receivables less allowance
for doubtful accounts ($290 and
$317, respectively)
Inventories
Prepaid expenses
Deferred income taxes
Total current assets

$11,238
2,309

$13,286
1,215

29,239

27,515

6,742
40,610
3,636
511
94,285

102
35,702
3,999
—
81,819

$ 11,831
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

60,615
26,655
1,550
33,968
3,491
138,110

Note 4: Dealer Financing Receivables
Dealer floor plan notes are collateralized by recreation
vehicles and are due upon the dealers’ sale of the vehicle
with the entire balance generally due at the end of one year.
Rental program notes are collateralized by recreation
vehicles and provide for a 10 percent down payment and
a 2 percent m onthly reduction of the outstanding balance
with the balance due in full at the end of one year. At
August 28, 1993 the Company had certain concentration
of credit risks whereby $5,928,000 of dealer financing
receivables were from one dealer located on the west coast.
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TABLE 2-6: RECEIVABLES USED FOR FINANCING
1993
Receivables sold to finance
subsidiaries............................
Receivables sold to
independent entities...............
Receivables used as
collateral...............................
Total References.......................
Reference to receivable
financing...................................
No reference to receivable
financing...............................
Total Companies.......................

1992

1991

1990

Receivables in Connection with Long-Term Contracts
Accounts receivable under long-term contracts were
$63.5 m illion and $71.9 m illion at December 3 1 , 1993 and
1992, respectively, and include u nbille d am ounts
representing revenue earned but not yet billable of $22.7
m illion and $25.6 m illion, respectively. Approxim ately $8.2
m illion of unbilled receivables at December 31, 1993, is
expected to be collected after one year.

8

5

9

13

83

80

67

67

50

45

48

55

130

124

135

133 127

120

131

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

473

480

469

600 600

600

600

Receivables
The components of notes and accounts receivable less
allowances are shown in the following table.

141

467

RECEIVABLES USED FOR FINANCING
Table 2-6 shows that the 1993 annual reports of 133 survey
companies disclosed either the sale of receivables or the
pledging of receivables as collateral. The reporting and
disclosure requirem ents of Statem ent o f F in a n cia l
Accounting Standards No. 77, as amended by SFAS No. 105,
apply to receivables sold with recourse.
Examples of disclosures made in the reports of the sur
vey companies financing receivables follow. Examples of
receivables sold with recourse are also presented in
connection with Table 1-13.

Receivables Sold
BALL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounts Receivable

Sale of Trade Accounts Receivable
In September 1993, the company entered into an agree
ment with a financial institution whereby the company can
sell on an ongoing basis up to $75.0 m illion of an undivided
interest in a designated pool of packaging trade accounts
receivable. The agreement expires in one year with
options to extend the arrangement to September 1997.
Under the term s of the agreement, the ongoing costs
pertaining to this program are based on the purchaser’s
cost of issuing commercial paper plus a fixed rate. The
company has retained substantially the same credit risk
as if the receivables had not been sold. At December 31,
1993, receivables carried in the balance sheet were
reduced by $66.5 m illion of net cash proceeds from the
sale of trade receivables.

CINCINNATI MILACRON INC. (DEC)

(In millions)
Notes and Accounts Receivable Less Allowances
Notes receivable
Accounts receivable

Less allowances for doubtful accounts

1993

1992

$ 6.0
190.2
196.2
7.9
$188.3

$ 8.8
174.1
182.9
5.9
$177.0

Notes receivable include amounts not due w ithin one
year of $.7 m illion and $2.2 m illion in 1993 and 1992,
respectively.
The acquisition of Valenite was financed in part through
the sale of $50.0 m illion of the company’s domestic
accounts receivable. The sale transaction, which resulted in
costs of $2.2 m illion in 1993, occurred under a three-year
receivables purchase agreement with an independent
issuer of receivables-backed commercial paper, pursuant
to which the company agreed to sell on an ongoing basis
and without recourse, an undivided percentage owner
ship interest in designated pools of accounts receivable.
In order to maintain the balance in the designated pools of
accounts receivable sold, the company is obligated to sell
undivided percentage interests in new receivables as
existing receivables are collected. At January 1 , 1994, the
undivided interest in the company’s gross accounts receiv
able that had been sold to the purchaser aggregated
$50.0 m illion. The company also sold an additional $11.4
m illion of accounts receivable in the fourth quarter of 1993
under a separate receivables purchase agreement. Costs
related to both sales are included in other expense— net in
the Consolidated Statement of Earnings. The proceeds
are reported as providing operating cash flow in the
Consolidated Statement of Cash Flows for 1993.
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EASTMAN KODAK COMPANY (DEC)

FIRST BRANDS CORPORATION (JUN)
1992

1993

1993

(In millions)
Current Assets
Cash and cash equivalents
Marketable securities
Receivables (net of allowances of $141 and $191)
Inventories
Deferred income tax charges
Other
Total current assets

$1,635
331
3,463
1,913
435
244
8,021

$ 361
186
3,433
1,991
247
219
6,437

1992

($000)
Current assets:
Cash and cash equivalents
Accounts and notes receivable (net of
allowances for doubtful accounts and
discounts of $5,529 and $5,694)
(Note 2)
Inventories
Prepaid expenses
Total current assets

$ 11,672

$ 12,516

85,257
177,148
5,674
279,751

95,129
177,520
4,725
289,890

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Receivables
The Company has entered into an agreement whereby it
sells an undivided interest in a designated pool of trade
accounts receivable up to a maximum of $100 m illion. As
collections reduce accounts receivable balances in the
pool, the Company may sell participating interests in new
receivables to bring the amount sold up to the $100 m illion
maximum. The uncollected balance of receivables sold
amounted to $100 m illion at each balance sheet date. The
Company retains collection and adm inistrative responsi
bilities on the participating interests sold as agent for
the purchaser.
During 1993 the Company sold $75 m illion of lease
receivables for approximately $85 m illion.

2. Accounts Receivable
In May 1992, the Company entered into a $100,000,000
extendable three-year agreement to sell fractional owner
ship interest, w ithout recourse, in a defined pool of eligible
trade accounts receivable. At June 30, 1993 the entire
$100,000,000 had been sold, reflecting $20,000,000 sold
during fiscal 1993, and is presented as a reduction in
accounts receivable on the accompanying balance sheet.
The costs associated with this program are reported as
“ Discount on sale of receivables.” The purchasers’ level
of investment is subject to change based on the level of
eligible accounts receivable.

GEORGIA-PACIFIC CORPORATION (DEC)
ECHLIN INC. (AUG)
1993
1992

1993

($000)
Current assets:
Cash and cash equivalents
Accounts receivable, less allowance for
doubtful accounts of $4,299 and $4,781
Inventories:
Raw materials and component parts
Work in process
Finished goods
Total inventories
Other current assets
Total current assets

$ 28,572

$ 29,832

201,177

208,440

137,646
47,985
302,459
488,090
21,006
738,845

121,551
54,190
300,101
475,842
16,362
730,476

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part:) Summary o f Accounting Policies

Accounts Receivable
During April 1993, the company entered into an agree
ment with a financial institution under which it sold an
additional $25,000,000 of undivided fractional interests in
designated pools of trade receivables. This agreement,
which w ill expire in April 1994, replaces one which expired
in April 1993. Accounts receivable at August 3 1 ,1993 and
1992 were net of $125,000,000 and $100,000,000, respec
tively, representing receivables sold.

1992

($ millions)
Current assets
Cash
Receivables, less allowances of $32 and $35
Inventories
Raw materials
Finished goods
Supplies
LIFO allowance
Total inventories
Other current assets
Total current assets

$

41
377

367
786
262
(213)
1,202
26
1,646

$

55
331

321
792
282
(203)
1,192
29
1,607

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4. Receivables
The Corporation has a large, diversified custom er base,
which includes some customers who are located in for
eign countries. The Corporation closely monitors exten
sions of credit and has not experienced significant losses
related to its receivables. In addition, a m ajority of the
receivables from foreign sales are covered by either
export credit insurance or confirm ed letters of credit to
help ensure collectibility.
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The Corporation had sold fractional ownership interests
in a defined pool of trade accounts receivable for $700 m il
lion as of December 31, 1993 and $800 m illion as of
December 3 1 ,1992 and 1991. The $100 m illion reduction
in the accounts receivable sale program in 1993 is
reported as an increase in receivables in the accompany
ing statements of cash flows. The sold accounts receiva
ble are reflected as a reduction of receivables in the
accompanying balance sheets. The full amount of the
allowance for doubtful accounts has been retained
because the Corporation has retained substantially the
same risk of credit loss as if the receivables had not been
sold. A portion of the cost of the accounts receivable sale
program is based on the purchasers’ level of investment
and borrowing costs. Additionally, the Corporation pays
fees based on its senior debt ratings. The total cost of the
program, which was $29 m illion in 1993, $35 m illion in
1992 and $59 m illion in 1991, is included in selling,
general and adm inistrative expense in the accompanying
statements of income.
Under the accounts receivable sale agreement, the
maximum amount of the purchasers’ investment is sub
ject to change based on the level of eligible receivables
and restrictions on concentrations of receivables. The
program was reduced from $800 m illion to $700 m illion,
pursuant to an amendment of the agreement effective
October 15, 1993. In addition, the current agreement
expires in June 1994. The Corporation is currently in the
process of negotiating a renewal of the program.
Supplemental inform ation on the accounts receivable
balances at December 3 1 , 1993 and 1992 is as follows:

(Millions)
Receivables
Trade
Other

Less estimated allowances
Receivables, net

December 31,
1992
1993
$358
51
409
32
$377

$270
96
366
35
$331

TYSON FOODS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3: Accounts Receivable
In April 1990, the Company entered into an asset sale
agreement with an unrelated financial institution to sell
approximately $200 m illion of accounts receivable. In
December 1992, this sale agreement was amended and
the Company is now able to sell up to $275 m illion of
accounts receivable. As sold accounts receivable are
collected, new qualifying accounts are substituted such
that the outstanding balance remains at $275 m illion. As
part of the accounts receivable sale transaction, $27.6
m illion of additional accounts receivable are designated
to offset any additional costs that may be incurred under
the lim ited recourse provisions. Although this represents
the maximum possible credit loss to the Company, histori
cal losses have been substantially less.
The Company performs periodic credit evaluations of
its customers’ financial condition and generally does not
require collateral. At October 2 , 1993, the Company does
not have significant credit risk concentrations. No single
group or customer represents greater than 10% of total
accounts receivable.

Receivables Used As Collateral
ALPHA INDUSTRIES, INC. (MAR)

1993

1992

($000)

Current assets
Cash and cash equivalents
Accounts receivable, trade, less allowance
for doubtful accounts of $293 and $295
(Note 5)
Inventories
Property held for resale
Prepayments and other current assets
Total current assets

$ 3,426

$ 2,150

13,949
9,944
720
252
28,291

13,339
10,591
720
375
27,175

Note 5 (In Part): Borrowing Arrangements and Commitments

Line of Credit
On September 1 , 1992, the Company renegotiated its line
of credit with Silicon Valley Bank. The credit line is for $7.5
m illion and is available until September 5 , 1993. The line of
credit is collateralized by various receivables and invento
ries. Interest payments are due m onthly at a rate of 1½ %
above prime (prime was 6.0% at March 28, 1993). The
Company paid a com m itm ent fee of $56,250. At March 28,
1993, $1.5 m illion had been borrowed under this line
of credit.
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ALLOWANCE FOR DOUBTFUL ACCOUNTS

FIFO

Table 2-7 summarizes the captions used by the survey
com panies to describe an allow ance fo r doubtful
accounts. APB O pinion No. 12 states that such allowances
should be deducted from the related receivables and
appropriately disclosed.

TRANSTECHNOLOGY CORPORATION (MAR)

TABLE 2-7: DOUBTFUL ACCOUNT CAPTIONS
Allowance for doubtful
accounts ............................
Allowance............ .................
Allowance for losses...............
Allowance for uncollectible
accounts ............................
Reserve ...............................
Reserve for doubtful
accounts ............................
Other caption titles.................
Receivables shown net............
No reference to doubtful
accounts ............................
Total Companies................

1993

1992

1991

1990

266
164
28

265
156
28

273
157
24

269
150
23

10
13

9
11

9
14

11
13

5
33
519
15

6
29
504
14

6
26
509
12

7
24
497
19

66

82

79

84

600

600

600

600

INVENTORIES
Chapter 4 of Accounting Research Bulletin No. 43 states
that the “ prim ary basis of accounting for inventories is
c o s t...“ but “ a departure from the cost basis of pricing
the inventory is required when the utility of the goods is no
longer as great as its co st. . . ” Approxim ately 90% of the
survey companies use lower of cost or market, an accept
able basis for pricing inventories when circum stances
require a departure from cost, to price ail or a portion of
their inventories.
Table 2-8 summarizes the methods used by the survey
companies to determ ine inventory costs and indicates the
portion of inventory cost determined by LIFO. As indicated
in Table 2-8, it is not uncommon for a company to use more
than one method in determ ining the total cost of inventory.
Methods of inventory cost determ ination classified as
Other in Table 2-8 include specific identification, accumu
lated costs for contracts in process, and “ current cost.”
Fifty-eight companies disclosed that certain LIFO inven
tory levels were reduced with the result that net income
was increased due to the matching of older historical cost
with present sales dollars. Twenty-three companies dis
closed the effect on income from using LIFO rather than
FIFO or average cost to determ ine inventory cost.
Table 2-9 shows by industry classification the number of
companies using LIFO and the percentage relationship of
those companies using LIFO to the total number of com
panies in a particular industry classification.
Examples of disclosure and reporting practices for
inventories follow.

1992

1993
Current assets:
Cash and cash equivalents
Accounts receivable:
United States Government
Commercial (net of allowance for
doubtful accounts of $318,000
in 1993 and $268,000 in 1992)
income tax receivable
Inventories
Prepaid expenses and other
current assets
Deferred income taxes
Net assets of discontinued
businesses
Total current assets

$ 1,505,000

$

798,000

2,075,000

4,090,000

17,426,000
59,000
33,375,000

16,314,000
1,123,000
32,407,000

1,656,000
3,393,000

5,674,000
4,514,000

3,176,000
62,665,000

8,881,000
73,801,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (in P art): Summary o f Accounting P rinciples

Inventories
Inventories are stated at the lower of cost or market. Cost is
determined using the first-in, first-out method. Cost includes
material, labor and manufa cturing overhead costs.
3. inventories
Inventories at March 3 1 , 1993 and 1992 are summarized
as follows:

Finished goods
Work-in-process:
U.S. Government contracts
Commercial
Purchased and manufactured parts
Less: Progress payments on
U.S. government contracts
Total

1993
$ 4,913,000

1992
$4,753,000

1,412,000
5.412,000
21,638,000
33,375,000

1,414,000
7,192,000
19,648,000
33,007,000

—
$33,375,000

(600,000)
$32,407,000

TABLE 2-8: INVENTORY COST DETERMINATION
Number of Companies
1993 1992 1991 1990
Methods
First-in first-out (fifo ).................
Last-in first-out (lifo)...................
Average cost.............................
Other......................................

417
348
189
42

415
358
193
45

421
361
200
50

411
366
195
44

Use of LIFO
All inventories.................
50% or more of inventories.........
Less than 50% of inventories.......
Not determinable......................

17
191
91
49

23
189
91
55

23
186
95
57

20
186
92
68

Companies Using LIFO...........

348

358

361

366
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Inventories

ALBERTO-CULVER COMPANY (SEP)
TABLE 2-9: INDUSTRY CLASSIFICATIO N OF
COMPANIES USING LIFO

Foods:
Meat products........................
Dairy products ...............
Canning.................................
Packaged and bulk.................
Baking..................................
Sugar, confections.................
Beverages.................................
Tobacco products......................
Textiles....................................
Paper products..........................
Printing, publishing...................
Chemicals.................................
Drugs, cosmetics......................
Petroleum.................................
Rubber products........................
Shoes— manufacturing,
merchandising......................
Building:
Cement.................................
Roofing, wallboard.................
Heating, plumbing .................
Other....................................
Steel and iron............................
Metal— nonferrous.....................
Metal fabricating........................
Machinery, equipment
and supplies..........................
Electrical equipment,
appliances.............................
Electronic equipment.................
Business equipment
and supplies..........................
Containers...............................
Autos and trucks (including
parts, accessories).................
Aircraft and equipment,
aerospace.............................
Railway equipment,
shipbuilding ..........................
Controls, instruments,
medical equipment,
watches and clocks.................
Merchandising:
Department stores.................
Mail order stores, variety
stores...............................
Grocery stores......................
Other....................................
Motion pictures, broadcasting__
Widely diversified, or not
otherwise classified................
Total Companies...................

1992

1993
($000)

No.

%*

1992
No.%
*

3
1
2
7
1
3
6
3
15
21
12
32
13
24
8

43
50
50
41
33
100
86
50
65
91
63
84
54
86
89

3
1
2
8
1
3
7
3
16
20
14
25
15
26
6

5

62

5

62

2
4
1
9
13
8
16

50
80
25
56
68
67
73

2
6
1
11
14
10
17

40

26

72

26

79

13
9

59
26

9
7

50
19

5
5

17
71

5
5

20

15

62

17

65

6

33

2

17

1

33

1

25

10

45

12

50

4

100

3

100

2
12
5
—

100
100
62
—

2
13
5
—

100

50
50
50
50
33

100
100
50
70
95
70
78
56
87

86

Current assets:
$ 65,747
Cash and cash equivalents
8,200
Short-term Investments
Receivables, less allowance for doubtful
114,130
accounts (1993— $5,493; 1992— $4,839)
Inventories:
30,502
Raw materials
5,147
Work-in-process
170,420
Finished goods
206,069
Total inventories
6,831
Prepaid expenses
400,977
Total current assets

75,758
4,400
127,767
28,758
4,703
164,543
198,004
6,420
412,349

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies

inventories
Inventories are stated at the lower of cost (first-in, first-out
method) or market (net realizable value).

86
25
65
74
62
81

71

AVNET, INC. (JUN)
1992

1993
($000)

Current assets:
Cash and cash equivalents
Other interest-bearing investments, at
cost which approximates market
Cash and total interest-bearing
investments
Receivables, less allowances of
$14,736 and $12,519, respectively
Inventories (Note 2)
Other
Total current assets

$ 219,827
—

$

56,893
247,781

219,827

304,674

359,200
491,769
4,797
1,075,593

312,717
458,211
3,478
1,079,080

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies

93
62

26

36

35

44

348

58

358

60

* Percent of total number of companies for each industrial
classification included in the survey.__________________

Inventories
Stated at cost (first-in, first-out) or market, whichever
is lower.
2. Inventories

(Thousands)
Finished goods
Work-in-process
Raw materials

June 30,
1993
1992
$422,823 $380,017
3,147
2,861
75,047
66,085
$491,769 $458,211
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LIFO

ADOLPH COORS COMPANY (DEC)
1993
1992
(In thousands)

AM OCO CORPORATION (DEC)
1993
1992
($ millions)
Current assets
Cash
Marketable securities— at cost, which
approximates market
Accounts and notes receivable (less allowances
of $65 on December 31,1993, and $87 on
December 31,1992)
Inventories
Prepaid expenses and income taxes

$ 103

$ 156

1,114

1,132

3,196
1,110
571
6,094

2,950
989
568
5,795

NOTES TO FINANCIAL STATEMENTS

Prepaid expenses and other assets
Deferred tax asset
Total current assets

$ 82,211

$ 39,669

75,967

108,607

56,878
24,402
56,370
9,581
147,231

45,472
25,252
62,749
18,859
152,332

50,188
28,151
383,748

58,525
22,598
381,731

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Accounting P olicies

Inventories
Inventories are carried at the lower of current market value
or cost. Cost is determined under the last-in, first-out
(LIFO) method for the m ajority of inventories of crude oil,
petroleum products and chemical products. The costs of
remaining inventories are determined on the first-in, firstout (FIFO) or average cost methods.
4. Inventories
Inventories at December 3 1 ,1993 and 1992, are shown in
the following table:
Millions of dollars
Crude oil and petroleum products
Chemical products
Other products and merchandise
Materials and supplies

Current assets:
Cash and cash equivalents
Accounts and notes receivable, less
allowance for doubtful accounts of $409
in 1993 and $12 in 1992
Inventories:
Finished
In process
Raw materials
Packaging materials
Total inventories

1993
$ 415
377
21
297
$1,110

1992
$318
342
26
303
$989

During the year ended December 31, 1993, the corpora
tion reduced certain inventory quantities which were
valued at lower LIFO costs prevailing in prior years. The
effect of this reduction was to increase net income by
approximately $50 m illion. A sm aller LIFO gain was
included in 1992.
Inventories carried under the LIFO method represented
approximately 47 percent of total year-end inventory
carrying values in 1993 and 48 percent in 1992. It is esti
mated that inventories would have been approximately
$900 m illion higher than reported on December 3 1 ,1993,
and approximately $1.3 billion higher on December 31,
1992, if the quantities valued on the LIFO basis were
instead valued on the FIFO basis.

Note 1 (In Part): Summary o f Accounting Policies

Inventories
inventories are stated at the lower of cost or market. Cost
is determined by the last-in, first-out (LIFO) method for
substantially all inventories.
Current cost, as determined principally on the first-in,
first-out method, exceeded LIFO cost by $46,705,000 and
$52,959,000 at December 26, 1993, and December 27,
1992, respectively. During 1993, total inventory costs and
quantities were reduced, resulting in a LIFO liquidation,
the effect of which was not material.
DOW JONES & COMPANY, INC. (DEC)
1993
($000)
Current Assets:
Cash and cash equivalents
Accounts receivable— trade, net of allowance
for doubtful accounts of $14,548 in 1993
and $16,443 in 1992
Newsprint inventory (Notes 1 & 4)
Deferred income taxes
Prepaid expenses
Other current assets
Total current assets

1992

$ 5,652

$ 16,416

192,855
7,576
15,784
22,966
23,628
268,461

164,199
7,237
18,530
24,642
18,403
249,427

Note 1 (In Part): Summary o f Significant Accounting Policies
Newsprint inventory is stated at the lower of last-in, firstout (LIFO) cost or market (see Note 4).
Note 4. N ewsprint Inventory
Newsprint inventory was determined by the last-in, first
out (LIFO) method. If inventory had been valued by the
average cost method, it would have been approximately
$4,976,000 and $5,085,000 higher in 1993 and 1992,
respectively.
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Inventories

RUBBERM AID INCORPORATED (DEC)

HAMPTON INDUSTRIES, INC. (DEC)

Current assets:
Cash
Accounts receivable, less
allowance for doubtful
accounts of $1,623,200 in
1993 and $1,656,600 in 1992
Inventories (Note B)
Deferred income tax benefits
Other current assets
Total current assets

1993

1992

694,296

$ 1,095,599

23,617,049
35,049,346
1,254,400
945,261
61,560,352

29,856,179
55,334,684
1,216,800
1,413,879
88,917,141

$

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1993
($000)
Current assets:
Cash and cash equivalents
Marketable securities
Receivables, less allowance for doubtful
accounts of $13,886 in 1993 and
$18,883 in 1992
Inventories (Notes 2 and 5)
Prepaid expenses
Total current assets

1992

$127,802
66,260

$122,494
—

322,284
303,437
9,961
829,744

295,022
271,917
10,217
699,650

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share am ounts)

A (In Part): Summary o f S ignificant Accounting Policies

Inventories
Inventories are carried at the lower of cost or market value.
As described in Note B, the cost of substantially all inven
tory is determined by the last-in, first-out (LIFO) method.
B. Inventories

Finished goods
Work-in-process
Piece goods
Supplies and other

1993
$26,703,426
4,138,138
3,474,136
733,646
$35,049,346

1992
$38,706,380
7,479,844
7,942,634
1,205,826
$55,334,684

Principally all inventories are valued at the lower of last-in,
first-out (LIFO) cost or market. Information related to the
first-in, first-out (FIFO) method may be useful in comparing
operating results to those of companies not on LIFO. On a
supplemental basis, if inventories had been valued at the
lower of FIFO cost or market, inventories at December 25,
1993 and December 26, 1992 would have been approxi
mately $40,431,000 and $61,251,000, respectively. The
LIFO valuation method had the effect of increasing net
earnings by $360,900 ($.08 per share) in 1993, increasing
net earnings by $749,900 ($.16 per share) in 1992, and
decreasing net earnings by $11,500 (no effect on per share
earnings) in 1991. The income realized as a result of
inventory liquidation amounted to $78,100 ($.02 per share)
in 1993 and $576,000 ($.13 per share) in 1991.

1 (In Part): Summary o f S ignificant Accounting Policies

Inventories
Inventories are stated at the lower of cost or market. Cost
is determined using the last-in, first-out (LIFO) method for
83% of inventories in both 1993 and 1992. Cost of the
remaining inventories is determined using the first-in,
first-out (FIFO) method.
5. Inventories
A summary of inventories follows:
1993
FIFO cost:
Raw materials
Work-in-process
Finished goods

1992

$ 75,978 $ 75,777
15,497
15,964
197,711
224,023
288,985
315,965
(17,068)
(12,528)
$303,437 $271,917

Excess of FIFO over LIFO cost

SHAW INDUSTRIES, INC. (JUN)

Current Assets:
Cash
Temporary cash investments
Accounts and notes receivable,
less allowance for doubtful
accounts and discounts of
$14,342,000 in 1993 and
$9,284,000 in 1992
Inventories:
Raw materials
Work-in-process
Finished goods
Prepaid expenses
Total current assets

1993

1992

$ 35,807,000
11,738,000

$ 16,703,000

307,421,000

243,811,000

191,684,000
24,066,000
185,977,000
401,727,000
4,080,000
760,593,000

190,847,000
30,512,000
192,474,000
413,833,000
2,624,000
676,971,000

—
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NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Accounting Policies
Inventories are stated at the lower of cost or market. Cost
includes materials, direct and indirect labor and factory
overhead. Market with respect to raw m aterials Is replace
ment cost and for work-in-process and finished goods is
net realizable value. The Company uses the last-in,
first-out (LIFO) method of valuing substantially all of its
inventories in order to more properly match current costs
against current revenues, thereby reducing the effects of
inflation on earnings. If LIFO inventories were valued at
current costs, the inventory amounts would have been
$5,984,000 lower than those reported at July 3 , 1993 and
$1,006,000 higher than those reported at June 27, 1992.
During 1993, inventory quantities were reduced. This
reduction resulted in a liquidation of LIFO inventory
quantities carried at higher costs prevailing in prior years
as compared with the cost of 1993 purchases, the effect of
which increased cost of goods sold by approximately
$1,033,000 and decreased net income by approximately
$635,000, but did not affect earnings per share. During
1991, inventory quantities also were reduced, the effect of
which increased cost of goods sold by approximately
$1,060,000 and decreased net income by approximately
$657,000 or $.01 per share.

Average Cost
LONE STAR INDUSTRIES, INC. (DEC)
1993
($000)
Current Assets
Cash, including cash equivalents of
$243,220 and $167,767
Accounts and notes receivable, net
Inventories
Current assets of assets held
for sale
Other current assets
Total current assets

1992

$244,397
49,022
38,426

$168,605
34,137
38,504

20,634
2,733
355,212

20,151
2,806
264,203

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Summary o f S ignificant Accounting Policies

Inventories
Inventories are stated at the lower of cost or market. Cost
is determined principally by the average cost method.

Production Cost
GRUMMAN CORPORATION (DEC)
1993
($000)
Current assets
Cash and cash equivalents
Marketable securities (at cost,
approximating market)
Accounts receivable
Inventories, less progress payments
Prepaid expenses
Total current assets

(in thousands)
Finished goods
Work in process and raw materials
Supplies and fuel

1993
$20,277
1,987
16,162
$38,426

1992
$22,996
3,010
12,498
$38,504

$ 346,090

$ 299,077

18,034
518,731
499,436
40,992
$1,423,283

534,260
612,424
41,280
$1,487,041

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in thousands in tabula r presentations, except per
share data)
Note 1 (In Part): Summary o f Significant Accounting Policies

Inventories
inventoried costs relating to both long-term government
and commercial contracts and programs are stated at the
actual production cost. General and adm inistrative
expenses allocable to aerospace fixed-price type con
tracts are included in inventory, whereas such expenses
for non-aerospace activities are expensed as incurred.
The costs attributed to units delivered under both long-term
government and commercial contracts and programs are
based on the estim ated average costs of all units
expected to be produced in a lot or contract. In accor
dance with industry practice, inventories include amounts
relating to contracts and programs having long production
cycles, portions of which are not expected to be realized
w ithin one year.
Inventories of raw materials, purchased parts and
supplies are carried at the lower of cost or realizable
values. Inventories are based on average cost and/or firstin, first-out methods.
Note 4— Inventories
Inventories at December 31 consist of the following:

Work-in-process— long-term contracts;
Production costs
General and administrative expenses
Work-in-process— other
Raw materials, purchased parts
and supplies
Less related progress payments

7. I nventories
Inventories consist of the following;

1992

1993

1992

$ 951,837
120,491
9,595

$1,140,212
110,316
13,664

82,158
1,164,081
664,645
$ 499,436

134,261
1,398,453
786,029
$ 612,424

Under the contractual arrangements by which progress
payments are received, the government has a security
interest in the inventories identified w ith related contracts.
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Inventories

The aggregate am ounts of selling, general and
adm inistrative expenses incurred during 1993, 1992
and 1991 were, in m illions, $375.0, $350.1, and $349.3
respectively.

1993
$ 12,194,000

60,579,000
64,808,000
900,000
9,664,000
148,145,000

1992
$ 10,168,000

48,952,000
67,400,000
1,446,000
7,786,000
135,752,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
S ignificant Accounting Policies (In Part)

Inventories
Inventories are valued at the lower of cost or market. Cost is
determined by the first-in, first-out method for substantially
all commercial inventories. Costs accumulated under
government contracts are stated at actual cost, net of pro
gress payments, not in excess of estimated realizable value.
Inventories
Inventories are summarized as follows:

(Balances in thousands)
Raw material and supplies
Work-in-process
Finished goods
Inventories substantially applicable to
fixed-price government contracts in
process, reduced by progress payments
of $9,110,000 and $8,344,000 in 1993
and 1992, respectively

SPEIZM AN INDUSTRIES, INC. (JUN)
1992

1993

TALLEY INDUSTRIES, INC. (DEC)

Cash and cash equivalents
Accounts receivable, net of
allowance for doubtful accounts
of $1,091,000 in 1993 and
$867,000 in 1992
Inventories
Deferred income taxes
Prepaid expenses
Total current assets

Identified Cost

1993
$10,293
9,584
26,470

1992
$11,909
8,622
24,919

18,461
$64,808

21,950
$67,400

Current Assets:
Cash and cash equivalents
Accounts receivable
Inventories (Note 3)
Prepaid expenses and other
current assets
Total Current Assets

$ 723,820
10,865,092
4,755,460

$

601,279
16,945,651

739,594
4,957,320
6,318,887

561,074
12,576,875

SUMMARY OF ACCOUNTING POLICIES
Inventories
Inventories are carried at the lower of cost or market. Cost
is computed, in the case of machines, on an identified
cost basis and, in the case of other inventories, on an aver
age cost basis.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3— Inventories
Inventories are summarized as follows:

Machines:
New
Used and rebuilt
Parts and supplies
Total

July 3,
1993

June 27,
1992

$ 259,607
2,070,987
2,424,866
$4,755,460

$1,398,020
2,448,631
2,472,236
$6,318,887
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J.C. PENNEY COMPANY, INC.
TABLE 2-10: PREPAID EXPENSES

Prepaid expenses...................
Prepaid expenses and other
current assets......................
Prepaid expenses and
deferred taxes......................
Prepaid expenses and
advances.............................
Prepaid expenses and other
receivables..........................
Employee benefits...................
Other captions indicating
prepaid expenses.................

Number of Companies
1993 1992 1991 1990
168
174
184
181
147

144

137

141

11

13

11

12

6

6

7

7

7
6

6
5

7
5

5
7

19

19

11

13

PREPAID EXPENSES
Table 2-10 summarizes the prepaid expense captions
appearing in the current asset section of the survey com
panies’ balance sheets. Rarely is the nature of a prepaid
expense caption disclosed. Examples of companies
disclosing the nature of a prepaid expense caption follow.

1992
($ millions)

1991

Current assets
Cash and short term investments
of $156, $405, and $126
$
173 $
426 $
137
Receivables, net
4,679
3,750
4,131
Merchandise inventories
3,545
3,258
2,897
Prepaid expenses
168
157
163
Total current assets
8,565
7,591
7,328
SUMMARY OF ACCOUNTING POLICIES
A dvertising
Costs for newspaper, television, radio, and other media
are expensed as incurred, and were $523 m illion in 1993,
$503 m illion in 1992, and $398 m illion in 1991. Direct
response advertising consists prim arily of catalog prepa
ration and printing costs, which are charged to expense
over the period during which the benefits of the catalogs
are expected, not to exceed six months. Catalog advertising
reported in prepaid expense on the balance sheet was
$88 m illion at the end of 1993, as compared w ith $79 m il
lion and $81 m illion at the end of 1992 and 1991,
respectively.
NOTES TO FINANCIAL STATEMENTS

EKCO GROUP, INC. (DEC)

Current assets
Cash and cash equivalents
Accounts receivable, net of allowance for
doubtful accounts (January 2 , 1994,
$1,758; January 3 , 1993, $1,607)
Inventories
Prepaid expenses and other current assets
Deferred income taxes
Investments pledged as collateral
Total current assets

1993

1993

1992

327

$16,998

36,095
33,612
5,800
9,647
4,350
89,831

25,758
20,562
1,697
9,564
5,100
79,679

$

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A dvertising
The American institute of C ertified Public Accountants
issued Statement of Position No. 93-7, R eporting on
A dvertising Costs, in December 1993. This SOP, which is
effective in 1994, requires that all advertising costs be
expensed as incurred or the first tim e the advertising
takes place, except for direct response advertising, which
can be capitalized and w ritten off over the period during
which the benefits are expected. The Company’s reporting
of advertising costs is in conformance w ith the provisions
of this statement.

YORK INTERNATIONAL CORPORATION (DEC)
1993
($ 000)

1 (In Part): Summary o f S ignificant A ccounting Policies

Prepaid Expenses and Other Current Assets
The Company incurs certain costs in connection with
expanding its market position. These costs are deferred
and amortized over the lesser of the period of benefit or
program period. Program periods presently range from
one to three years. It is the Company’s policy to periodi
cally review and evaluate that the benefits associated with
these costs are expected to be realized and therefore
deferral and am ortization is justified. Approxim ately $4
m illion and $300,000 of these costs are included in
prepaid expenses at January 2 , 1994 and January 3 , 1993,
respectively.

Current assets:
Cash and cash equivalents
Receivables
Inventories
Prepayments and other current assets
Total current assets

$ 3,385
327,908
325,896
45,586
702,775

1992

$ 5,125
257,672
293,449
22,689
578,935
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Other Current Asset Captions

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4— Prepaym ents and O ther C urrent Assets
The components of prepayments and other current assets
are summarized below:

Deferred Taxes
GERBER PRODUCTS COMPANY (MAR)
1993
($000)

(In thousands)

Dec. 31,1993 Dec. 31,1992
$ 6,058
$ 2,596
Prepaid taxes
8,841
21,322
Deferred income tax assets
3,560
4,063
Supplies and maintenance contracts
153
11,020
Prepaid insurance
2,480
2,622
Prepaid retirement benefits
1,597
3,963
Other
Total prepayments and other
$22,689
$45,586
current assets

1992

OTHER CURRENT ASSET CAPTIONS

Current Assets
$ 95,390 $ 64,211
Cash and cash equivalents
40,371
24,938
Short-term investments
Trade accounts receivable, less allowances
132,954
103,073
(1993-$9,976; 1992-$12,307)
Inventories— Note F:
123,520
112,816
Finished products
35,850
24,375
Work-in-process
64,154
57,578
Raw materials and supplies
223,524
194,769
29,622
36,510
Deferred income taxes
490,682
454,680
Total Current Assets

Table 2-11 summarizes the nature of accounts (other than
cash, marketable securities, inventories, and prepaid
expense) appearing in the current asset section of the
balance sheets of the survey companies. Examples of
such other current asset captions follow.

Other assets
Investments held by insurance operations
Deferred policy acquisition costs
Prepaid pension costs
Deferred income taxes
Miscellaneous other assets

TABLE 2-11: OTHER CURRENT ASSET CAPTIONS

317
36
20
10
33

247
28
23
6
29

192
35
24
10
35

87,678
46,260
48,709
28,854
211,501

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Number of Companies
1993 1992 1991 1990
Nature of Asset
Deferred income taxes.......... ...
Property held for sale............
Unbilled costs......................
Advances or deposits............
Other— identified .................

101,822
57,055
54,754
2,824
47,335
263,790

178
47
27
9
29

Note N (In Part): Incom e Taxes
The deferred income tax assets and liabilities recorded in
the consolidated statement of financial position as of
March 3 1 , 1993, are as follows:

(Thousands of Dollars)
Depreciation
Employee benefit plans
Postretirement benefits
Life insurance company costs
and benefits
Capital loss carryforwards
Accruals not currently deductible
Other
Valuation allowance

Deferred
Income
Tax Assets

Deferred
Income Tax
Liabilities
$21,325
18,576

$ 55,551
5,875
3,100
33,362
2,631
100,519
(7,784)
$ 92,735

13,500

53,401
$53,401

Amounts previously reflected in the consolidated state
ment of financial position at March 3 1 ,1992 as a reduction
of noncurrent deferred income tax liabilities have been
reclassified as current deferred income tax assets to
conform to the classification used at March 3 1 , 1993.
The com pany m ade incom e ta x paym ents of
$60,232,000 in fiscal 1993; $64,166,000 in fiscal 1992 and
$60,802,000 in fiscal 1991.
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At March 31,1993, capital loss carryforwards of approxi
mately $12,000,000 arising from disposal of discontinued
operations are available to offset future capital gains. The
tax benefit of the capital loss carryforwards, which expire
in years through 1994, w ill be recognized for financial
statements purposes only if realized.
LUKENS INC. (DEC)
1993
($ 000)
Current Assets
Cash and cash equivalents
Receivables, less allowance of $11,444 in
1993 and $9,836 in 1992
Inventories
Deferred income taxes (Note 6)
Prepaid expenses and other
Total current assets
Net plant and equipment
intangible assets, net of accumulated
amortization of $9,817 in 1993 and
$6,428 in 1992
Deferred Income Taxes (Note 6)
Other Assets
Total Assets

1992

$ 11,483

$ 14,970

114,951
160,060
15,070
6,175
307,739
431,853

124,180
150,187

54,594
20,498
2,494
$817,178

5,051
294,388
410,206

Current Assets;
Cash and cash equivalents
Receivables— less allowance for
doubtful accounts:
1993, $21,607; 1992, $26,880
Inventories:
Finished goods
Work in process
Raw materials
Total inventories
Net assets of business held for sale
Other current assets
Total current assets

$

6,992

$

1992

6,692

619,953

632,726

467,806
68,408
102,926
639,140
126,430
24,291
1,416,806

501,288
78,021
113,792
693,101
28,465
1,360,984

3,663
$760,045

Note 1 (In Part): Summary o f Significant Accounting Policies

1993

Net deferred tax asset

1993
($000)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

_

6 (In Part): Incom e Taxes
The components of the deferred income tax assets and
liabilities at the end of 1993 are listed below.

Deferred tax liabilities
Plant and equipment
Other taxable temporary differences

BAKER HUGHES INCORPORATED (SEP)

51,788

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands)

Deferred tax assets
Retirement benefits
Other deductible temporary differences
Valuation allowance

Property Held For Sale

$ 64,724
20,955
(3,062)
82,617
(36,718)
(10,331)
(47,049)
$ 35,568

Property Held for Disposal
Property held for disposal is stated at the lower of cost or
estimated net realizable value.
Note 2 (In Part): A cquisitions and D ispositions
In July 1993, the Company announced that the EnviroTech
Measurements & Controls (“ EM&C” ) group of companies
would no longer be considered part of its core business. In
November 1993, the Company entered into negotiation
with prospective buyers in an effort to sell EM&C. Accord
ingly, the net assets of the EM&C operations have been
classified as a current asset at September 30, 1993,
anticipating that the disposition w ill occur in early 1994.
The net proceeds from the disposition are expected to
exceed the current carrying value.
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REPUBLIC GYPSUM COMPANY (JUN)

BORDEN, INC. (DEC)
1993

($ millions)
Current Assets
Cash and equivalents
Accounts receivable (less allowance
for doubtful accounts of $8.9 and
$10.3, respectively)
Inventories;
Finished and in process goods
Raw materials and supplies
Other current assets
Net assets of discontinued operations

$ 100.3

$ 186.0

334.7

889.6

319.4
171.0
142.6
222.2
1,290.2

400.9
240.2
210.8
1,927.5

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per share data)
2 (In Part): D iscontinued O perations and
R estructuring Charges
In December 1993 the Company recorded a pretax charge
of $752.3 to provide for a comprehensive divestiture and
restructuring program which includes the divestment of
North American snacks, seafood, jam s and jellies and
other businesses.
The results below for the businesses being divested
have been reported separately as discontinued opera
tions in the Consolidated Statements of Income.

1993

1992

1993

1992

1991

$1,193.8 $1,270.9 $1,311.0
Sales
(102.0)
29.7
(Loss) income before income taxes
(131.0)
Income tax (benefit) expense
(36.2)
14.7
(45.1)
Net (loss) income from
(65.8)
15.0
(85.9)
discontinued operations
The estimated loss on disposal of the discontinued opera
tions is $637.4, $490.0 after tax, which includes a provision
for anticipated operating losses until disposal.
The Company anticipates that the sale or closure of all
the operations w ill be completed by the end of 1994. The
Company intends to use net proceeds from the sale of the
operations prim arily to reduce debt.
Net assets of $222.2 related to the discontinued opera
tions have been segregated in the December 31, 1993
Consolidated Balance Sheet. This amount consists of the
assets and liabilities of the businesses to be disposed less
the estimated losses on disposal of $637.4

1992

Current assets:
$ 2,474,000 $ 2,506,000
Cash and cash equivalents
Investments and marketable
securities, at cost, which
3,554,000
3,143,000
approximates market
Accounts receivable, less allowance
for doubtful accounts of $377,000
4,733,000
5,529,000
in 1993 and $290,000 in 1992
15,000
44,000
Income tax refunds receivable
Inventories:
1,068,000
1,351,000
Finished goods
2,963,000
2,851,000
Raw materials and supplies
4,314,000
3,919,000
269,000
255,000
Prepaid expenses
483,000
Net assets held for sale
15,406,000
15,832,000
Total current assets
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4. Sale o f Assets and Net Assets H eld fo r Sale
On January 3, 1992, the Company closed the sale of
substantially all of the m anufacturing equipment and
m achinery at its corrugated containe r fa c ility fo r
$2,350,000 in cash. The Company shut down the opera
tion and commercial liquidating the remaining assets of
its corrugated container operation during November 1991.
A net gain on the sale of assets of $133,000 was recog
nized in the Consolidated Statement of Income for the
year ended June 30, 1992. The following unaudited pro
form a inform ation shows consolidated operating results
for the years presented as though the Com pany’s
corrugated container operation had been shut down at the
beginning of each period presented:

Net sales
Income before change in accounting
Income per share before change
in accounting

Years Ended June 30,
1992
1991
$40,188,000 $36,337,000
1,973,000
224,000
.19

.02

Net assets held for sale of $483,000 on the Consolidated
Balance Sheet as of June 30, 1993, represent the
Company’s form er corporate offices and m iscellaneous
m anufacturing equipm ent. The Company expects to
recover the recorded value of these assets during
fiscal 1994.
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TEXACO INC. (DEC)

Millions of dollars
1993

1992

($ millions)
Current Assets
Cash and cash equivalents
Short-term investments— 1993 at fair value,
1992 at cost, which approximates market
Accounts and notes receivable (includes
receivables from significant affiliates of
$199 million in 1993 and $259 million
in 1992), less allowance for doubtful
accounts of $28 million in 1993 and
$24 million in 1992
Inventories
Net assets of discontinued operations
(see Note 3)
Deferred income taxes and other current assets
Total current assets

$ 488

$ 461

48

21

3,529
1,298

3,390
1,461

1,180
322
6,865

278
5,611

Note 3. (In Part): D iscontinued O perations
In the third quarter of 1993, Texaco made the determination
that substantially all of its worldwide chemical operations
would be sold and therefore has accounted for these
operations as discontinued operations. Memorandums of
understanding were entered into with Huntsman Financial
Corporation (“ Huntsman” ), an affiliate of the Jon M.
Huntsman Group of Companies, for the sale of these
discontinued operations. Except for the additives portion
of the chem ical business, the sale to Huntsman is
expected to be com pleted in the first quarter of 1994,
subject to completing a definitive agreement and obtaining
any required governmental approvals. The sale of the
additives business is expected to take place by Septem
ber 30, 1994. Texaco has agreed to cooperate with
Huntsman, at their request, to sell the additives business
to a third party. The combined purchase price of the
chem ical businesses is $1,045 m illion, consisting of cash
and notes of approximately $200 to $250 million. Huntsman
w ill assume current liabilities and ongoing contractual
obligations, while Texaco w ill retain the remaining obliga
tions applicable to events occurring prior to the date
of closing.

Summarized balance sheet data for the discontinued
operations as of December 31, 1993 is as follows. The
difference between the net assets below and the purchase
price is reflected in current liabilities in the Consolidated
Balance Sheet as of that date.

Assets
Current Assets
Accounts receivable
Inventories
Other
Total current assets
Net Properties, Plant and Equipment
Other Noncurrent Assets
Total
Liabilities
Current Liabilities
Noncurrent Liabilities
Total
Net Assets of discontinued operations

$ 128
121
25
274
1,025
9
$1,308
$ 109
19
$ 128
$1,180

Unbilled Costs
M/A-COM, INC. (SEP)
1993

1992

($000)
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable, less allowances of
$2,112 and $1,593, respectively
Unbilled revenue under
customer contracts
Inventories
Other current assets
Total current assets

$ 10,024
1,250

$ 36,136
1,250

72,730

64,486

1,744
58,629
7,157
151,534

2,968
59,313
3,276
167,429

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Revenue Recognition
Revenue is recognized generally when a product is
shipped and services are performed. Certain long-term
contracts are accounted for using the percentage-ofcom pletion method, whereby revenue and profit are
recognized throughout the perform ance period of the
contract. The effects of changes in estimates of contract
costs are recorded currently. If estimates of cost, includ
ing general and adm inistrative costs, indicate a loss,
provision is made currently for the total loss anticipated.
Unbilled revenue under custom er contracts represents
revenue earned under the percentage-of-com pletion
method but not yet billable under the term s of the contract.
These amounts are billable based on the terms of the
co n tra ct w hich in clu d e shipm ent of the product,
achievement of milestones or com pletion of the contract.
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Advances/Deposits

Assets Of Nonhomogeneous Operations

SM ITHFIELD FOODS, INC. (APR)

COM M ERCIAL METALS COMPANY (AUG)
1993
($000)

Current assets:
$ 3,079
Cash
Accounts receivable less allowances
50,823
of $407 and $390
94,822
Inventories
Advances related to joint hog
19,830
production arrangement
9,417
Prepaid expenses and other current assets
177,971
Total current assets

1993

1992

$ 47,439

$ 47,426

163,387
35,768
136,601
15,300
398,495

164,126
45,168
106,213
15,330
378,263

1992

$ 1,736
36,924
51,495
23,330
11,849
125,334

($000)
Current assets:
Cash and temporary investments
Accounts receivable (less allowance for
collection losses of $3,217 and $2,500)
Financial services loans and advances
Inventories
Other
Total current assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies
Note 2 (In Part): Sm ithfleld-C arroll's Joint Hog
Production Arrangem ent
The Company has an arrangement with affiliates of
C arroll’s Foods, Inc. (“ CFI” ) to produce hogs for the
Company’s meat processing plants. The arrangement
involves: (1) Sm ithfield-Carroll’s Farms, a partnership
owned jointly by the Company and C arroll’s Farms of
Virginia, Inc. (“ CFAV” ), which owns the hog production
facilities, and (2) a long-term purchase contract between
the Company and C arroll's Foods of V irginia, Inc.
(“ CFOV” ), which leases and operates the facilities, that
obligates the Company to purchase all the hogs produced
by CFOV at prices which are equivalent to market at the
tim e of delivery. A director of the Company is the president
and a director of CFI, CFAV and CFOV. In addition, the
Company has a long-term agreement to purchase hogs
from CFI at prices which, in the opinion of management,
are equivalent to market.
As of May 2, 1993 and May 3 , 1992, the Company had
investments of $7,701,000 and $7,803,000, respectively, in
the partnership which are accounted for using the equity
method. In addition, as of May 2 , 1993, the Company had
$16,705,000 of working capital and construction loans out
standing to the partnership and $3,125,000 of working
capital loans outstanding to CFOV. These demand loans
are expected to be repaid in the next fiscal year.

W ILLAM ETTE INDUSTRIES, INC. (DEC)

Current assets:
Cash, including time deposits
Notes and accounts receivable,
less allowance for doubtful accounts
of $4,466 (1992-$4,093)
Inventories
Deposits on timber cutting contracts
Prepaid expenses
Total current assets

1993

1992

$ 9,543

9,034

207,161
269,063
36,321
11,124
533,212

182,796
248,696
29,382
11,045
480,953

Loans and Advances
Loans and advances of the Financial Services segment
are stated at the amount of unpaid principal reduced by
unearned discount and an allowance for losses where
applicable. Interest is calculated by using the simple
interest method on the principal outstanding at the begin
ning of the interest period.

Deferred Advertising
DELUXE CORPORATION (DEC)
1993
($000)
Current Assets
Cash and cash equivalents
Marketable securities
Trade accounts receivable
Inventories:
Raw material
Semi-finished goods
Finished goods
Supplies
Deferred advertising
Deferred income taxes
Prepaid expenses and other current assets
Total current assets

1992

$114,103
107,705
123,119

$275,172
105,747
118,666

18,260
21,155
29,989
15,915
26,080
28,914
37,123
522,363

14,809
17,854
18,283
14,193
14,634
7,974
23,917
611,249

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Deferred Advertising
The Company defers certain costs related to direct-response
advertising of its products. Such costs are amortized over
periods that correspond to the estimated revenue stream
of the individual advertising activity. The total amount
charged to expense for 1993, 1992, and 1991 was
$74,882,000, $51,037,000, and $36,211,000, respectively.
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PROPERTY, PLANT, AND EQUIPMENT

TABLE 2-12: LAND CAPTIONS
Land........................................
Land and improvements..............
Land and buildings.....................
Land combined with other
identified assets.....................
No caption with term land..........

1993
373
127
36

1992
367
128
37

1991
366
122
35

1990
368
122
35

9
25
570

17
21
570

11
29
563

13
27
565

Lines of business
classification..........................

30

30

37

35

Total Companies...................

600

600

600

600

TABLE 2-13: DEPRECIABLE ASSET CAPTIONS
1993

1992

1991

1990

261
209

253
210

249
211

249
204

61

74

64

66

11
25
567

5
25
567

7
32
563

9
36
564

Lines of business
classification..........................

33

33

37

36

Total Companies...................

600

600

600

600

Buildings
Buildings..................................
Buildings and improvements.......
Buildings and land or
equipment.............................
Buildings combined with
other identified assets..............
No caption with term buildings ...

Other Depreciable Asset Captions
Machinery and/or equipment.......
Machinery and/or equipment
combined with other assets__
Construction in progress............
Leasehold improvements............
Leased assets...........................
Automobiles, marine
equipment, etc........................
Furniture and fixtures.................
Assets leased to others..............

Number of Companies
454
447
449
454
94
253
107
73

90
254
103
71

98
251
101
78

104
249
100
77

72
43
17

64
48
14

72
43
17

71
46
19

Paragraph 5 of APB O pinion No. 12 states;
Because of the significant effects on financial
position and results of operations of the depreciation
method or methods used, the following disclosures
should be made in the financial statements or in
notes thereto:
a. Depreciation expense for the period,
b . Balances of major classes of depreciable assets,
by nature or function, at the balance sheet date,
c . A ccum ulated d eprecia tion, e ith e r by m ajor
classes of depreciable assets or in total, at the
balance sheet date, and
d . A general description of the method or methods
used in com puting depreciation with respect to
major classes of depreciable assets.
Tables 2-12 and 2-13 show the assets classified as
Property, Plant, and Equipment by the survey companies.
Table 2-14 summarizes the descriptive captions used to
describe the accumulated allowance for depreciation.
Examples of Property, Plant, and Equipm ent dis
closures follow.
AEL INDUSTRIES, INC. (FEB)

Total current assets
Property, plant and equipment, at cost:
Land
Buildings and improvements
Machinery and equipment
Office furniture and equipment
Construction in progress
Less accumulated depreciation
Net property, plant and equipment

1992
1993
($000)
$64,380 $65,523
1,886
35,321
36,752
14,054
2,552
90,565
46,088
44,477

1,875
33,829
35,055
12,030
132
82,921
40,256
42,665

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

TABLE 2-14: ACCUMULATED DEPRECIATION
Accumulated depreciation.........
Accumulated depreciation
and amortization...................
Accumulated depreciation,
amortization and depletion__
Accumulated depreciation
and depletion......................
Allowance for depreciation.........
Allowance for depreciation
and amortization...................
Other captions........................
Total Companies.................

1993
311

1992
303

1991
298

1990
305

170

180

175

163

33

30

41

38

12
42

16
38

15
36

16
37

17
15

20
13

16
19

21
20

600

600

600

600

Plant and Equipment
Depreciation of plant and equipm ent is computed on the
straight-line method for financial statement purposes
based upon the following estimated useful lives:
Buildings and improvements
Machinery and equipment
Office furniture and equipment

10 to 40 years
3 to 10 years
5 to 8 years
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AVERY DENNISON CORPORATION (DEC)
1992

1993

($ Millions)
Total current assets
Property, plant and equipment, at cost:
Land
Buildings
Machinery and equipment
Construction-in-progress
Accumulated depreciation

$ 614.6

$ 661.3

28.7
360.9
953.8
69.3
1,412.7
654.2
758.5

33.3
351.6
948.5
65.8
1,399.2
619.3
779.9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies

Property, Plant and Equipment
Depreciation is generally computed using the straight-line
method over the estimated useful lives of the assets.
Maintenance and repair costs are expensed as incurred;
renewals and betterments are capitalized. Upon the sale
or retirem ent of properties, the accounts are relieved of
the cost and the related accumulated depreciation, with
any resulting profit or loss included in income. The Com
pany has pledged property with a net book value of
approximately $25 m illion as collateral for certain other
long-term liabilities.
BOISE CASCADE CORPORATION (DEC)
1992

1993

($000)
Total current assets
Property (Note 1)
Property and equipment
Land and land improvements
Buildings and improvements
Machinery and equipment
Accumulated depreciation
Timber, timberlands, and
timber deposits

$ 887,453

$ 865,664

56,871
571,712
4,642,434
5,271,017
(2,261,360)
3,009,657

56,601
556,266
4,498,287
5,111,154
(2,044,189)
3,066,965

366,054
3,375,711

385,955
3,452,920

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Property
Property and equipment are recorded at cost. Cost includes
expenditures for major improvements and replacements
and the net amount of interest cost associated with signifi
cant capital additions. Capitalized interest was $1,118,000
in 1993, $3,492,000 in 1992, and $6,498,000 in 1991. Sub

stantially all of the Company’s paper and wood products
m anufacturing facilities determine depreciation by the
units-of-production method, and other operations use the
straight-line method. Gains and losses from sales and
retirem ents are included in income as they occur except at
certain pulp and paper m ills that use com posite deprecia
tion methods. At those facilities, gains and losses are
included in accumulated depreciation. Estimated service
lives of principal items of property and equipm ent range
from 3 to 40 years.
Cost of company tim ber harvested and am ortization of
togging roads are determined on the basis of the annual
amount of tim ber cut in relation to the total amount of
recoverable timber. Tim ber and tim berlands are stated
at cost, less the accumulated total of tim ber previously
harvested.
A portion of the Company’s wood requirements are
acquired from public and private sources. Except for
deposits required pursuant to wood supply contracts, no
amounts are recorded until such tim e as the Company
becomes liable for the timber. At December 31, 1993,
based on average prices at the time, the unrecorded
amount of those contracts was estimated to be approxi
mately $210,000,000.
CONCORD FABRICS INC. (AUG)

Total current assets
Property, plant and equipment
(at cost, less depreciation and
amortization of $5,666,440 in 1993
and $5,426,310 in 1992)
(Notes A(3) and C)
Property, plant and equipment
held for sale
Deferred income taxes
Other assets
Total assets

1993
$62,809,258

1992
$64,813,979

7,426,521

7,341,634

3,441,609
101,000
1,076,479
$74,854,867

3,650,000
205,000
611,252
$76,621,865

NOTES TO FINANCIAL STATEMENTS
Note A (In Part): Summary o f Significant Accounting Policies

(3) Property and Depreciation
Property, plant and equipm ent is recorded at cost. Profits
and losses on dispositions are reflected in current opera
tions. Fully depreciated assets are written off against
accumulated depreciation.
Depreciation for financial accounting purposes is
computed substantially by the straight-line method to
amortize the cost of various classes of assets over their
estim ated useful lives. Leasehold improvements are
amortized over the shorter of the life of the related asset or
the life of the lease.
For income tax purposes, accelerated methods of
depreciation are generally used; deferred income taxes
are provided for the difference between depreciation
expense for financial accounting purposes and for
income tax purposes.
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Note C. Property, P lant and Equipm ent
Property, plant and equipm ent is summarized as follows:

VULCAN MATERIALS COMPANY (DEC)
1993

Land
Buildings
Machinery and equipment
Furniture and fixtures
Leasehold improvements

Total
Less depreciation and
amortization
Net

Aug. 29,
Aug. 30,
1993
1992
$ 171,350 $ 171,350
3,948,382 3,917,794
6,918,607 6,605,245
1,085,116 1,156,281
969,506
917,274

Estimated
Useful Life
(In Years)
19 to 40
3 to 9
5 to 8
Term of
lease or life
of asset

13,092,961 12,767,944

STANDARD MOTOR PRODUCTS, INC. (DEC)
1993
1992
($000)
$303,795 $265,317
103,004

101,529

2,645
13,893
16,538
$423,337

634
7,450
8,084
$374,930

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Property, Plant and Equipment
These assets are recorded at cost and are depreciated
over their respective useful lives using the straight-line
method of depreciation.
5. Property, P lant and Equipm ent
(In thousands)

Property, plant and equipment consist of
the foliowing:
Land and buildings
Machinery and equipment
Tools, dies and auxiliary equipment
Furniture and fixtures
Leasehold improvements
Construction in progress
Less, accumulated depreciation
and amortization
Total property, plant and equipment, net

1991

Total current assets
Investments and
long-term receivables
Property, plant and
equipment, net (Note 4)
Deferred charges and
other assets
Total assets

$ 302,613

$ 304,829

$ 285,147

56,505

49,970

40,699

657,785

663,721

675,440

61,648
$1,078,551

65,395
$1,083,915

71,825
$1,073,111

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting P olicies

5,666,440 5,426,310
$7,426,521 $7,341,634

Total current assets
Property, plant and equipment, net
(Notes 1 and 5)
Other assets:
Receivables— due after one year
Sundry
Total other assets
Total assets

1992
($ 000)

December 31,
1992
1993

$ 67,470
55,341
6,526
13,756
4,622
8,147
155,862

$ 67,045
50,087
5,427
12,496
4,714
4,692
144,461

52,858
$103,004

42,932
$101,529

Property, Plant and Equipment
Property, plant and equipm ent are carried at cost less
allowances for accumulated depreciation, depletion and
am ortization. The cost of properties held under capital
leases is equal to the lower of the net present value of the
minimum lease payments or the fair value of the leased
property at the inception of the lease.
Depreciation, Depletion and Am ortization
Depreciation is computed by the straight-line method at
rates based upon the estimated service lives of the various
classes of assets, which include m achinery and equip
ment, building and land improvements. Am ortization of
capitalized leases is included with depreciation expense.
Cost depletion on depletable quarry land is computed
by the unit of production method based upon estimated
recoverable units.
Leaseholds are amortized over varying periods not in
excess of applicable lease terms.
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4. Property, P lant and Equipm ent
Balances of major classes of assets and allowances for
depreciation, depletion and am ortization at December 31
are as follows (in thousands of dollars):

Land and land
improvements
Buildings
Machinery and equipment
Leaseholds
Construction in progress
Total
Less allowances for
depreciation, depletion
and amortization
Property, plant and
equipment, net

1993

1992

1991

$ 200,856
62,995
1,372,667
5,575
55,912
1,698,005

$ 198,272
61,088
1,317,671
5,490
41,912
1,624,433

$ 187,812
58,978
1,271,425
5,556
30,633
1,554,404

1,040,220

960,712

878,964

$ 657,785

$ 663,721

$ 675,440

The Company capitalized interest cost of $1,016,000 in
1993, $673,000 in 1992 and $131,000 in 1991 w ith respect
to qualifying construction projects. Total interest cost
incurred before recognition of the capitalized amount was
$10,187,000 in 1993, $10,441,000 in 1992 and $11,336,000
in 1991.
Balances referable to capitalized leases included in
property, plant and equipment at December 31 are as
follows (in thousands of dollars):

Land and land improvements
Buildings
Machinery and equipment
Total
Less allowance for amortization
Property, plant and equipment, net

1993
16
59
9,978
10,053
9,128
$ 925
$

1992
16
59
9,984
10,059
8,842
$ 1,217
$

1991
16
59
9,984
10,059
8,547
$ 1,512
$

Am ortization of capitalized leases amounted to $292,000
in 1993, $294,000 in 1992 and $300,000 in 1991.

INVESTMENTS IN DEBT AND
EQUITY SECURITIES
APB O pinion No. 18 stipulates that the equity method
should be used to account for investments in corporate
joint ventures and certain other companies when an
investor has “ the ability to exercise significant influence
over operating and financial policies of an investee even
though the investor holds 50% or less of the voting stock.”
O pinion No. 18 considers an investor to have the ability
to exercise significant influence when it owns 20% or
more of the voting stock of an investee. FASB inter
pretation No. 35, issued to clarify the criteria for applying
the equity method of accounting to 50% or less owned
companies, lists circum stances under which, despite
20% ownership, an investor may not be able to exercise
significant influence.
In addition to investments accounted for by the equity
method, many of the survey companies disclosed invest
ments in marketable equity securities and bonds. Statement
o f Financial Accounting Standards No. 12 stipulates that
marketable equity securities, whether presented as a
current or noncurrent asset, should be carried at lower of
aggregate cost or market value. Effective for fiscal years
beginning after December 15, 1993, Statem ent o f Finan
c ia l Accounting Standards No. 115 w ill supersede SFAS
No. 12. SFAS No. 115, which does not apply to equity method
investments, requires that, except for debt securities
classified as “ held-to-m aturity securities,” investments in
debt and equity securities should be reported at fair value.
Twenty-one survey companies elected to adopt SFAS No.
115 during 1993.
Statem ent o f Financial Accounting Standards No. 105
defines investments in common stock, preferred stock,
and debt instrum ents as financial instruments. Statem ent
o f Financial Accounting Standards No. 107, effective for
fiscal years ending after December 15,1992, requires that
the fa ir value o f such investm ents, except those
accounted for by the equity method, be disclosed. 120
survey companies made 159 references to the fair value
of debt and equity securities classified as noncurrent
assets. For example, a company might disclose that the
basis for estim ating the fair value of certain securities was
market quotes while for other securities it was not prac
ticable to estimate fair value. The references to fair value
made by the survey companies included 19 references to
the fact that it was not practicable to estimate fair value,
32 references to the fact that fair value approximated
carrying amount, 76 references to the fact that fair value
was based on market quotes, and 32 references to the fact
that fair value was based on discounted cash flows.
Examples of investment presentations and disclosures
follow.

TABLE 2-15: INVESTMENTS— VALUATION BASES

Equity.................................
Cost..................................
Lower of cost or market.........
Fair value............................

Number of Companies
1993 1992 1991 1990
242
233
238
235
101
78
85
73
27
18
23
22
—
—
—
10
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Equity Method

8 (In Part): A cquisitions and Investm ent in A ffiliates

CLARCOR INC. (NOV)
Consolidated Balance Sheets
1993

1992

($ 000)

Total current assets
Investment in affiliates

$86,161
8,002

$93,627
7,281

Consolidated Statements of Earnings

Net sales
Cost of sales
Gross profit on sales
Selling and administrative
expenses
Operating income
Other income (deductions):
Interest expense
Interest income
Equity in net earnings
of affiliates
Other

1993

1992

1991

$225,319
155,615
69,704

($000)
$188,625
129,287
59,338

$179,538
120,370
59,168

40,637
29,067

31,708
27,630

28,315
30,853

(3,525)
875

(3,803)
298

(3,682)
1,122

745
(84)
(1,989)

873
307
(2,325)

332
(82)
(2,310)

27,078

25,305

28,543

Earnings from continuing
operations before income
taxes and cumulative effect of
change in accounting method

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share data)
A (In Part): Accounting Policies

Principles of Consolidation
The consolidated financial statements include all domestic
and foreign subsidiaries which are more than 50% owned
and controlled. Investments in nonconsolidated compa
nies which are at least 20% owned are carried at cost plus
equity in undistributed earnings since acquisition.

Investments in Affiliates
In July 1991, the Company acquired for cash a 20% interest
in the outstanding common stock of G.U.D. Holdings
Limited, an Australian filte r manufacturer. The acquisition
cost exceeded the underlying equity in net assets by $2,107
which is amortized over a period of 40 years. The Com
pany also has a standstill agreement which lim its the
Company ability to own greater than a 20% interest and
governs the manner in which the stock can be disposed.
The carrying value of this investment was $7,716 and $7,048
at November 3 0 ,1993 and 1992, respectively. The quoted
market value of the Company’s investment in G.U.D. was
$15,300 and $11,000 at November 30, 1993 and 1992,
respectively. Cash dividends totaling $439 and $670 were
received in fiscal years 1993 and 1992, respectively.
The Company also has a 50/50 joint venture interest
with G.U.D. in Baldwin Filters (Aust.) Pty. Ltd., an Australian
distributor of heavy duty filters, and a 60% interest in PleaTech, a technology and m anufacturing joint venture for
extended life, high-efficiency filters based in M ichigan.
The carrying value of these investments at November 30,
1993 and 1992 was $286 and $233, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CLARK EQUIPM ENT COMPANY (DEC)

Summary o f S ignificant Accounting Policies (In Part):

B alance S heet

Total current assets
Investments and advances— VME Group N.V.

1993
1992
($000)
$461,771 $386,477
121,314
122,106

S tatem ent o f Incom e

Net sales
Operating costs and expenses:
Cost of goods sold
Selling general and
administrative expenses
Operating income (loss)
Other income
Interest expense
Pre-tax income (loss) from
consolidated operations
Provision (credit) for
income taxes
Income (loss) from consolidated
operations
Equity in net income (loss)
of VME Group N.V.
Income (loss) from continuing
operations

1991

$ 874,917

1992
($000)
$802,716

$721,350

700,370

663,565

637,678

118,504
818,874
56,043
11,939
(21,506)

99,821
763,386
39,330
16,885
(25,631)

103,171
740,849
(19,499)
14,597
(25,583)

46,476

30,584

(30,485)

12,447

10,361

(1.060)

34,029

20,223

(29,425)

7,840

(48,083)

(23,129)

41,869

(27,860)

(52,554)

1993

Principles of Consolidation
The financial statements of Clark Equipment Company
include the accounts of all majority-owned subsidiaries.
All material intercompany balances and transactions are
elim inated. The Company’s investments in associated
companies owned 20% or more are accounted for using
the equity method. Investments in companies owned less
than 20% are carried at cost.
Investm ents and Advances— VME Group N.V.
The Company’s investments in VME were $122.1 m illion
and $121.3 m illion in 1993 and 1992, respectively.
VME is a joint venture owned 50% each by the Com
pany and AB Volvo of Sweden. Following are condensed
financial data of VME:

(Amounts in millions)
Year ended December 31,
Net sales
Gross profit
Net income (loss)

1993
$1,240
281
30

1991
1992
$1,357 $1,368
188
258
(45)
(94)

As at December 31,
Current assets
Non-current assets
Current liabilities
Non-current liabilities
and deferred taxes

1993
$ 531
258
314

1992
$ 649
321
515

247

230

The $7.9 m illion difference between the Company’s
investments and its equity in VME net assets at December
31, 1993, relates prim arily to additional equity contribu
tions made in prior years, which is treated as goodwill.
Goodwill am ortization approximated $1.1 m illion in each
year presented. During the second half of 1992, the Com
pany and AB Volvo each invested $15 m illion in VME’s
capital and each made subordinated loans of an addi
tional $35 m illion. The subordinated loans bear interest of
1.3% over LIBOR and are to be repaid in 1996.
Effective January 1, 1993, VME adopted FAS No. 109,
“ Accounting for Income Taxes,’’ and recorded a benefit of
$12.3 million. VME also adopted FAS No. 106, “ Employers’
Accounting for Postretirem ent Benefits O ther Than
Pensions,” effective January 1 ,1993, and will recognize its
estimated obligation on a transitional basis over 20 years.
A charge of $2.8 m illion is included in VME’s 1993 net
income. C lark’s share of each of these accounting
changes is consistent with its 50% ownership position
in VME.
Transactions with VME are conducted on the basis of
normal commercial relationships, at prevailing market
prices, and are considered imm aterial.
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E .l. DU PONT DE NEMOURS AND COMPANY (DEC)

2. O ther Incom e

C onsolid ated B alance S heet

Total Current Assets
Property, Plant and Equipment
Less: Accumulated Depreciation,
Depletion and Amortization
Investment in Affiliates (Note 15)
Other Assets
Total Assets

1993

1992

$10,899
47,926

$12,228
47,235

26,503
21,423
1,607
3,124
$37,053

25,353
21,882
1,746
3,014
$38,870

C onsolid ated Incom e S tatem ent

1993

Sales
Other income (Note 2)
Total

1992
1991
($ millions)
$37,098 $37,799 $38,695
743
553
828
37,841
38,352
39,523

NOTES TO FINANCIAL STATEMENTS
(D ollars in m illions, except per share)
1 (In Part): Summary o f S ignificant Accounting Policies

Basis of Consolidation
The accounts of wholly owned and majority-owned subsidi
aries are included in the consolidated financial statements.
Investments in affiliates owned 20 percent or more and
corporate joint ventures are accounted for under the
equity method. Investments in noncorporate joint ventures
of petroleum operations are consolidated on a pro rata
basis. Other securities and investments are generally
carried at cost.

Royalty income
Interest income of miscellaneous
interest expense
Equity in earnings of affiliates (see Note 15)
Sales of assets
Miscellaneous income and expenses— net

1993 1992
$111 $118

1991
$120

160
178
193
121
216
18
198
40
442
153
1
55
$743 $553 $828

75. Sum m arized Financial Inform ation fo r
A ffilia te d Companies
Summarized combined financial inform ation for affiliated
companies for which DuPont uses the equity method of
accounting (see Note 1, “ Basis of Consolidation” ) is
shown below on a 100 percent basis. The most significant
of these affiliates are CONSOL Energy, Inc. and The
DuPont Merck Pharmaceutical Company; DuPont has a
50 percent equity ownership in each of these companies.
Dividends received from equity affiliates were $243 in
1993, $124 in 1992 and $138 in 1991.

Results of operations
Sales1
Earnings before income taxes
Net income
DuPont’s equity in earnings of affiliates
(see Note 2)

Financial position
Current assets
Noncurrent assets
Total assets
Short-term borrowings2
Other current liabilities
Long-term borrowings2
Other long-term liabilities
Total liabilities
DuPont’s investment in affiliates
(includes advances)

Year Ended December 31,
1993
1991
1992
$8,030 $8,173 $4,751
446
771
347
252
187
568
121

216

18

December 31,
1992
1993
$2,703 $2,474
7,042
6,813
$9,516
$9,516
$ 475 $ 623
1,504
1,820
1,767
2,220
2,250
2,847
$7,362 $6,144
$1,607

$1,746

1 Includes sales to DuPont of $752 in 1993, $803 in 1992 and $602
in 1991.
2 DuPont’s pro rata interest in total borrowings was $985 in 1993 and
$839 in 1992, of which $388 in 1993 and $274 in 1992 was guaranteed
by the company. These amounts are included in the guarantees
disclosed in Note 27.
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SPS TECHNOLOGIES, INC. (DEC)
Consolidated Balance Sheets
1992
1993
($ 000)
$161,010 $157,770
12,475
10,509

Total current assets
Investments in affiliates

Statements of Consolidated Operations

$319,094
269,207
49,887

1992
($000)
$359,431
306,425
53,006

$408,499
341,446
67,053

46,574
32,400
(29,087)

49,312
6,800
(3,106)

51,364
(4,400)
20,089

472
(5,906)

765
(5,805)

1,050
(8,194)

Condensed Statements of Earnings
Net sales
Operating earnings (loss)
Net earnings (loss)

563
363
(4,508)

588
(751)
(5,203)

(2,196)
(37)
(9,377)

Condensed Balance Sheets
Current assets
Noncurrent assets

(33,595)

(8,309)

10,712

1993
Net sales
Cost of goods sold
Gross Profit
Selling, general and
administrative expense
Restructuring charge (credit)
Operating Earnings (Loss)
Other income (expense):
Interest income
interest expense
Equity in earnings (loss)
of affiliates
Other, net
Earnings (Loss) From
Continuing Operations Before
Income Taxes

1991

8. investments in Affiliates
The Company’s investments in affiliates consists of a 36.75
percent interest in Precision Fasteners Ltd., Bombay,
India, a 46.49 percent interest (represented by 4ao percent
voting and 49.96 percent non-voting shares) in Metalac
S.A. Indústria e Comércio, São Paulo, Brazil, a 50.0 percent
interest in Pacific Products Lim ited, Guernsey, Channel
Islands, United Kingdom, and a 50.0 percent interest in
National-Arnold Magnetics Company, Adelanto, California,
United States. National-Arnold Magnetics Company was
formed on January 1 , 1993 as a joint venture to produce
soft m agnetic tape-wound core products. Dividends
received from affiliates were $42, $44 and $66 in 1993,
1992 and 1991, respectively. Retained earnings in 1993,
1992 and 1991 included undistributed earnings of a ffili
ates, net of deferred taxes, of $6,253, $5,953 and $5,506,
respectively. At December 31, 1993, the Company has
guaranteed $2,638 of affiliates’ indebtedness.
Summarized financial inform ation of the unconsoli
dated companies is as follows:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands o f dollars, except share data)
1 (In Part): S ignificant Accounting Policies

Consolidation
The consolidated financia l statem ents include the
accounts of the Company and all subsidiaries. Invest
ments in affiliates, owned more than 20 percent but not in
excess of 50 percent, are recorded on the equity method.

Current liabilities
Noncurrent liabilities
Shareholders' equity

1991

1993

1992

$52,608
454
669

$44,382
2,548
1,333

$34,543
(1.281)
(4,655)

$25,539
23,642
$49,181

$18,998
23,553
$42,551

$25,197
27,027
$52,224

$18,793
4,230
26,158
$49,181

$14,179
4,932
23,440
$42,551

$17,724
10,169
24,331
$52,224
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THE WASHINGTON POST COMPANY (DEC)
Consolidated Balance Sheets
1993
1992
($ 000)
$625,574 $524,975
155,251
162,410

Total current assets
Investments in affiliates

Consolidated Statements Of Income

Operating revenues
Advertising
Circulation and
subscriber
Other
Operating costs and
expenses
Operating
Selling, general and
administrative
Depreciation and
amortization of
property, plant
and equipment
Amortization of goodwill
and other intangibles
Income from operations
Equity in losses
of affiliates
Interest income
Interest expense
Other income
(expense), net
Income before income
taxes and cumulative
effect of changes in
accounting principle

1993

1992
($000)

1991

$ 913,529

$ 895,645

$ 852,438

444,385
140,277
1,498,191

436,193
119,029
1,450,867

412,937
114,886
1,380,261

790,256

787,256

775,936

393,196

356,799

337,492

59,543

59,222

58,695

16,216
1,259,211
238,980

15,478
1,218,755
232,112

15,272
1,187,395
192,866

(1.994)
11,085
(4,983)

(11,730)
11,854
(6,385)

(1,856)
17,382
(17,759)

20,379

(1,655)

(412)

263,467

224,196

190,221

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The com pany’s investments in affiliates includes a 28 per
cent interest in the stock of Cowles Media Company,
which owns and operates the M inneapolis Star Tribune
and several other sm aller properties.
The com pany’s interest in newsprint m ills includes a 49
percent interest in the common stock of Bowater Mersey
Paper Company Limited, which owns and operates a news
print m ill in Nova Scotia; a one-third lim ited partnership
interest in Bear Island Paper Company, which owns and
operates a newsprint m ill near Richmond, Virginia; and
a one-third lim ited partnership interest in Bear Island
Tim berlands Company, which owns tim berland and sup
plies Bear Island Paper Company with a major portion of
its wood requirem ents. In early 1994 the company
increased its investments in both Bear Island Paper
Company and Bear Island Tim berlands Company to 35
percent. Operating costs and expenses of the company
include newsprint supplied by Bowater, Inc. (parent of
Bowater Mersey Paper Company), and Bear Island Paper
Company and used in operations, the cost of which was
$52,500,000 in 1993, $51,000,000 in 1992 and $59,200,000
in 1991.
The company’s other investments represent a 50 percent
common stock interest in the International Herald Tribune
newspaper, published near Paris, and a 50 percent com
mon stock interest in the Los Angeles Times-W ashington
Post News Service, Inc. In 1991 investments also included
a 30 percent common stock interest in The Gazette
Newspapers, Inc. This investment increased in 1992 to a
m ajority interest and, accordingly, it is included as a fully
consolidated subsidiary (see Note K on acquisitions).
Summarized financial data for the affiliates’ operations
are as follows (in thousands):
1993
Financial Position
Working capital
Property, plant and equipment
Total assets
Long-term debt
Net equity
Results of Operations
Operating revenues
Operating income
Net income (loss)

D. Investm ents in A ffiliates
The company’s investments in affiliates at January 2 , 1994,
and January 3 , 1993, include the following (in thousands):

Cowles Media Company
Newsprint mills
Other

1993
$ 80,786
50,172
24,293
$155,251

1992
$ 80,415
55,829
26,166
$162,410

1991

$ (67,923) $(119,505) $(93,737)
422,606
478,502
436,620
732,940
718,352
759,850
200,105
212,923
197,203
203,997
172,332
175,618
$610,617
43,569
7,218

$ 650,194 $644,814
30,509
20,500
(13,175)
6,543

The following table summarizes the status and results of
the company’s investments in affiliates (in thousands):

A (In Part): Summary o f S ignificant Accounting Policies

Investments in Affiliates
The company uses the equity method of accounting for its
investments in affiliates.

1992

Beginning investment
Equity in losses
Dividends and distributions received
Foreign currency translation
Other
Ending investment

1992
1993
$162,410 $181,764
(1.994)
(11.730)
(2,575)
(2,743)
(2,422)
(1,611)
(3,438)
—
$155,251 $162,410

At January 2, 1994, the unamortized excess of the com
pany’s investments over its equity in the underlying net
assets of its affiliates at the date of acquisition was approx
im ately $89,700,000. Am ortization included in “ Equity in
losses of affiliates’’ was $2,600,000 for the years ended
January 2 , 1994, and January 3 , 1993, and $2,550,000 for
the year ended December 2 9 , 1991.
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The estimated fair value of the Company’s financial
instruments are as follows:

Cost Method
GREIF BROS. CORPORATION (OCT)

Total current assets
Long term assets
Cash surrender value of
life insurance
Interest in partnership
Other long-term assets

1993
$169,441,417

1992
$182,649,998

2,452,048
1,091,040
5,171,542
8,714,630

2,360,087
1,091,040
5,817,827
9,268,954

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions)
Cash and cash equivalents
Marketable securities—
current
Marketable securities—
non-current
Long-term investments
Long-term debt and related
interest rate and currency
swap agreements
Foreign currency and interest
rate contracts receivable, net

1993
Fair
Carrying
Amount Value
372
$ 372

1992
Fair
Carrying
Amount Value
745
745

104

109

133

134

437
41

440
103

355
48

361
75

1,846

1,937

1,807

1,850

57

—

40

—

Note 1 (In Part): Summary o f Significant Accounting Policies

Interest in Partnership
The 50% interest in Macauley & Company (the partner
ship), in which the Company is a lim ited partner, is
accounted for on the cost basis since, as a lim ited partner,
the Company cannot participate in the management of
the lim ited partnership.
JOHNSON & JOHNSON (DEC)

Total current assets
Marketable securities, non-current, at cost
(Note 17)

1993
1992
($ millions)
$5,217 $5,423
437

355

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
17 (In Part): Financial Instrum ents

Disclosures about Fair Value of Financial Instruments
The carrying amount of cash and cash equivalents
approximates fair value due to the short-term m aturities of
these instruments. The fair value of current and noncurrent marketable securities, long-term debt and foreign
interest rate and currency swap agreements (used to
hedge third party debt issues) were estimated based on
quotes obtained from brokers for those or sim ilar instru
ments. The fair value of foreign interest rate and currency
contracts (used for hedging purposes) and long-term
Investments Were estimated based on quoted market
prices at year-end.

THE READER’S DIGEST ASSOCIATION, INC. (JUN)
____1993

1992

($ 000)

Total current assets
Marketable securities, at cost
(market value $446,263 in 1993
and $559,072 in 1992)
Other long-term investments,
at cost which approximates market

$1,074,723

$1,002,023

333,248

471,635

55,533

58,363

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Marketable Securities
M arketable securities are composed substantially of
government and corporate fixed income securities, which
are carried at cost. The company purchases such securi
ties with the general intention of holding them to maturity.
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13. Financial Instrum ents

Off-Balance-Sheet Risks
The company utilizes various financial instrum ents,
prim arily foreign currency options, to manage the foreign
exchange exposure associated with the future income
and cash flows generated from the operations of its inter
national subsidiaries. As these instrum ents generally do
not qualify for accounting treatm ent as hedges, they are
reflected in the company’s balance sheet at market value.
There are no such financial instrum ents outstanding at
June 3 0 ,1993. The net gain or loss from these instrum ents
is included in gain (loss) on foreign exchange in Other
income, net in the company’s consolidated statement of
income (see Note 2).
Fair Value
The following disclosure of the estimated fair value of
financial instrum ents is made in accordance with the
requirements of Statement of Financial Accounting Stand
ards (SFAS) No. 107, “ Disclosures About Fair Value of
Financial Instruments.” This standard requires disclosure
of fair market value inform ation for financial instruments,
whether or not recognized in the com pany’s consolidated
balance sheet.
The carrying value of cash and cash equivalents and
short-term investments approximates fair value because
of the short-term m aturities of these instruments. The fair
value of the company’s marketable securities and other
long-term investments are stated on the face of the com
pany’s consolidated balance sheet. Quoted market prices
were used in determ ining the fair value of the company’s
equity and fixed income investments. Quoted market prices
were not available for certain other long-term investments
held by the company. As a result, estimates of market
value provided by various outside sources were used to
determine the fair value of these investments. Fair value
approximates the amount at which these investments are
carried in the com pany’s consolidated balance sheet.
Accounting for Investments
In May 1993, the Financial Accounting Standards Board
issued SFAS No. 115, “ Accounting for Certain Investments
in Debt and Equity Securities.” This standard expands the
use of fair value accounting and addresses reporting
requirements for certain investments in debt and equity
securities. SFAS 115 must be applied by the company
no later than the first quarter of 1995. The company is
currently assessing the effect of this standard.

SCHLUM BERGER LIM ITED (DEC)

Total current assets
Long-term investments, held to maturity

1993
1992
($ 000)
$3,476,168 $3,452,779
356,874
—

NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part):

investments
In May 1993, Statement of Financial Accounting Standards
No. 115, Accounting fo r Certain Investm ents in D ebt and
Equity Securities, was issued by the Financial Accounting
S tandard s B oard. As p e rm itte d , th e C om pany
im plem ented this Standard on December 31, 1993;
retroactive application is not perm itted. The Consolidated
Balance Sheet at December 31, 1993 reflects the Com
pany’s investment portfolio separated between current
and long-term based on maturity. Except for $94 m illion of
investments which are considered trading, it is the Com
pany’s intent to hold the investments until maturity.
Both short-term and long-term investments held to
m aturity at December 31, 1993 are stated at cost plus
accrued interest, which approximates market, and comprise
prim arily Eurodollar tim e deposits, certificates of deposit
and commercial paper and Euronotes, substantially all
denominated in U.S. dollars. Short-term investments that
are designated as trading are stated at market. The adop
tion of this Standard had no material effect on the results
of operations for the year.
For purposes of the Consolidated Statement of Cash
Flows, the Company does not consider short-term invest
ments to be cash equivalents as they generally have
original m aturities in excess of three months. Short-term
investments at December 3 1 ,1993 and 1992 were $1.1 bil
lion and $1.3 billion, respectively.
SYNTEX CORPORATION (JUL)
1993

1992

($ millions)
Total current assets
Long-term investments

$1,389.7
180.9

$1,465.2
241.2

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Long-Term Investments
Long-term investments include U.S. government securi
ties, corporate notes, and marketable Eurodollar bonds.
These investments, which are carried at cost, had fair
values of $186.2 m illion at July 31, 1993. Fair values of
investments are prim arily based on quoted market prices.
An interest rate swap agreement on the Eurodollar bonds
results in a variable rate of interest for the term of the
investments.
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Lower Of Aggregate Cost Or Market Value
HECLA M INING COMPANY (DEC)
1992

1993
($ 000)

Total current assets
Investments

$97,227
6,211

$32,968
4,822

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

D. Investments
The company follows the equity method of accounting for
investments in common stock of operating companies
20% to 50% owned. Investments in nonoperating compa
nies that are not intended for resale or are not readily mar
ketable are valued at the lower of cost or net realizable
value. The carrying value of marketable equity securities
is based on the lower of aggregate cost or quoted market
value. The cost of investments sold is determined by
specific identification.
Short-term investments represent investments in certifi
cates of deposits, commercial paper and U.S. Treasury
Notes recorded at amortized cost, plus accrued interest,
which approximates market value.
Note 4: Investm ents
Investments consist of the following components:

Carrying
Value

Cost

During the fourth quarter of 1992, the company wrote
down its common stock investment in Granduc Mines
Limited (Granduc) to current estimated market value. The
$2.1 m illion write-down of this investment was recorded to
reflect the apparent other-than-tem porary decline in
market value of the common stock investment due to con
tinued depressed metal prices. At December 3 1 ,1993, the
company’s carrying value of its Granduc common stock
investment was approximately $1,488,000.
On January 2 4 , 1994, the company sold its entire invest
ment in Granduc by selling 2,000,00 Granduc common
shares to Conwest Exploration Company Limited and
815,330 Granduc common shares to Jascan Resources
Inc., both of which are Toronto, Ontario, Canada based
companies. The companies recognized a gain on the sale
of approximately $1,327,000 in the first quarter of 1994.
On June 3 0 , 1993, the company sold substantially all of
its interest in Acadia Mineral Ventures Limited, a previ
ously consolidated subsidiary, to Kingswood Resources,
Inc., a Canadian exploration and development company,
fo r (C )$350,000 cash, plus 5,000,000 Kingsw ood
Resources, Inc. common shares. The company recog
nized a loss on the sale of approximately $120,000 in the
second quarter of 1993.

Fair Value
W M. W RIGLEY JR. COMPANY (DEC)

Market
Value

December 31,1993
Marketable equity securities
Other investments
December 31,1992
Marketable equity securities
Other investments

1992

1993
($ 000)

(In thousands)
$ 23
6,188
$6,211

$ 31
6,188
$6,219

$23

$ 16
4,806
$4,822

$ 32
4,806
$4,838

$16

At D ecem ber 31, 1993, the porfolio of noncurrent
marketable equity securities includes gross unrealized
gains of approximately $9,000 and gross unrealized
losses of approximately $17,000. The other investments
are principally large blocks of common and preferred
stock in several mining companies, investments in various
ventures, and cash surrender value of life insurance
policies. The securities are generally restricted as to
trading or marketability, although some are traded on
various exchanges.
At December 31, 1993, other investments with a carry
ing value of $5,430,632 had an estimated fair value of
$7,689,811 based on the quoted market price for such
securities and cash values of life insurance policies. For
the remaining other investments, for which there are
no reliable quoted market prices, a reasonable estimate of
fair value could not be made w ithout incurring excessive
costs.

Total current assets
Marketable equity securities, at fair value
for 1993, at cost for 1992 (market value:
1992-$29,501)

$502,293

$448,639

31,417

2,539

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Investm ents in Debt & E quity S ecurities
Effective December 31, 1993, the Company adopted
Statement of Financial Accounting Standards (SFAS)
No. 115 ‘ ‘A ccounting for Certain Investments in Debt and
Equity Securities.” The Company’s investments in debt
securities, which typically mature in one year or less, are
held to m aturity and valued at the amortized cost, which
approximates fair value. The aggregate fair value at
December 3 1 ,1993 was $82,881,000 for municipal securi
ties, and $20,675,000 for other debt securities.
The Company’s investments in marketable equity secu
rities are held for an indefinite period and have been
historically reported at the lower of cost or market. Appli
cation of SFAS No. 115 resulted in realized holding gains
of $28,171,000 at December 3 1 , 1993. The aggregate fair
value of the Company’s marketable equity securities at
December 31, 1993 totaled $31,417,000. The unrealized
holding gains, net of the related tax effect, added
$18,312,000 to Stockholders’ equity at December 31,1993.
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TABLE 2-16: NONCURRENT RECEIVABLES
Caption Title
Long-Term Receivables...............
Notes Receivable......................
Noncurrent Receivables..............
Other......................................
Receivables combined with
other investments,
deposits, etc...........................
Total Presentations................

1993

1992

1991

1990

35
33
5
27

30
30
10
26

28
37
5
34

33
41
4
25

32
132

41
137

45
149

47
150

129

132

145

145

Number of Companies
Presenting noncurrent
receivables...........................
Not presenting noncurrent
receivable s ...........................

471

468

455

455

Total Companies...................

600

600

600

600

Quarterly payments of $127,500 are received on the Deep
Seas note. The Company acquired the note for $2.2
m illion less than its principal amount and proportionately
recognizes the discount as incom e ($114,000 and
$108,000 in 1993 and 1992, respectively) as principal
payments are received. In September 1993, GAL paid the
remaining installm ents of its notes payable to the Com
pany which originated from the Company’s sale of two
drilling vessels to GAL in 1987. During fiscal year 1993, the
remaining deferred gain of $371,000 from the two sales
was amortized to income. The Indian joint venture’s
results of operations attributable to the Company for each
of the three years in the period ended September 30,
1993, are as follows:

(In thousands)
Dividends
Amortization of deferred gain
Interest income

1993
$ 24
371
115
$510

1992
$ 277
208
$485

1991
$ 29
246
301
$576

NONCURRENT RECEIVABLES
Chapter 3A of Accounting Research B ulletin No. 43 states
that the concept of current assets excludes “ receivables
arising from unusual transactions (such as the sale of
capital assets, or loans or advances to affiliates, officers,
or employees) which are not expected to be collected within
twelve months.” Table 2-16 summarizes the balance sheet
captions used to describe noncurrent receivables. Exam
ples of noncurrent receivable disclosures follow.
ATWOOD OCEANICS, INC. (SEP)
1993

1992

($ 000)

Total Current Assets
Marketable Securities
Long-Term Notes Receivable, net of
current maturities (Note 2)

$26,603
24,957

$30,323
25,018

6,389

7,309

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2— Long-Term Notes Receivable
An analysis of long-term notes receivable is as follows:

(In thousands)
Principal amount of $8.6 million of Deep
Seas’ long-term debt, bearing interest at
approximately 4.6 percent at September 30,
1993 (See Note 5)
Notes receivable from Great Atwood Limited
(“ GAL” )
Less— current maturities

1993

1992

$6,789

$7,194

—

6,789
400
$6,389

1,543
8,737
1,428
$7,309

In October 1993, the Company sold its forty percent
interest in GAL for $1.3 m illion which w ill result in the
Company recognizing an after-tax gain of approximately
$200,000 in the first quarter of fiscal year 1994. The Com
pany currently expects to term inate its involvement in
operations of the GAL rigs through technical collaboration
and expatriate labor agreements during December 1993.
Note 10— Fair Value o f Financial Instrum ents
The Financial Accounting Standards Board has issued
Statement No. 107, D isclosures about Fair Value o f Finan
c ia l Instrum ents, which w ill require the Company to
disclose the fair value of financial instruments, both
assets and liabilities recognized and not recognized in its
consolidated balance sheets. Because the amount of its
total assets at September 3 0 ,1993 is below the applicable
threshold, the Company is not required to adopt the new
standard until fiscal year 1995. It is management’s opinion
that the carrying amounts shown for cash and cash
equivalents, notes receivable and notes payable are
reasonable estimates of the related fair values.
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HERMAN M ILLER, INC. (MAY)

FLEM ING COMPANIES. INC. (DEC)

($000)

($ 000)

Total current assets
Investments and notes receivable

$1,360,657
309,237

$1,403,210
344,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Investm ents and Notes Receivables
Investments and notes receivable consist of the following:

(In thousands)
Investments in and advances to customers
Notes receivable from customers
Other investments and receivables
Investments and notes receivable

Dec. 25,
1993
$164,292
133,935
11,010
$309,237

1992

1993

1992

1993

Dec. 26,
1992
$176,092
157,655
10,253
$344,000

Total Current Assets
Property and Equipment:
Land and improvements
Buildings and improvements
Machinery and equipment
Construction in progress
Less— accumulated depreciation
Net Property and Equipment
Notes Receivable, less allowances of $2,106
in 1993 and $1,531 in 1992
Other Assets
Total Assets

$207,570

$205,319

27,153
135,584
250,719
17,951
431,407
202,963
228,444

26,850
136,393
235,609
12,861
411,713
191,396
220,317

32,174
16,154
$484,342

31,368
14,264
$471,268

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The company extends long-term credit to certain retail
customers it serves. Loans are prim arily collateralized by
inventory and fixtures. Investments and notes receivables
are shown net of allowance for credit losses of $18.3 m il
lion and $18.2 m illion in 1993 and 1992, respectively.
Interest rates are above prime with term s up to 10 years.
The carrying amount of notes receivable approximates
fair value because of the variable interest rates charged
on the notes.
The Financial Accounting Standards Board has issued
Statement of Financial Accounting Standards (SFAS) No.
114— Accounting by Creditors for Impairment of a Loan.
This new statement requires that loans determined to be
impaired be measured by the present value of expected
future cash flows discounted at the loan’s effective
interest rate. The new standard is effective for the first
quarter of the com pany’s 1995 fiscal year. The company
has not yet determined the impact, if any, on the consoli
dated statements of earnings or financial position.
The company has sold certain notes receivable at face
value with lim ited recourse. The outstanding balance at
year-end 1993 on ail notes sold is $155.4 m illion, of which
the company is contingently liable for $31.3 m illion should
all the notes become uncollectible. The company guaran
tees bank debt of $35 m illion for a customer.

S ignificant Accounting and R eporting P olicies (In Part)

Notes Receivable
The notes receivable are from certain independent con
tract office furniture dealers. The notes are collateralized
by the assets of the dealers and bear interest based on the
prevailing prime rate. Interest income, net of abatements,
relating to these notes was $2.3, $2.7, and $2.9 m illion in
1993, 1992, and 1991, respectively. No interest abate
ments were granted in 1993. Interest abatements of $1.1
and $3.0 m illion were granted in 1992 and 1991, respec
tively, to certain dealerships that were start-up operations
in order to facilitate their long-term financial viability.
Fair Value of Financial Instruments
In accordance with Statement of Financial Accounting
Standards No. 107, “ Disclosures about Fair Value of
Financial Instrum ents’’ the following fair value of financial
instrum ents for which it is practicable to estimate as well
as the methods and major assum ptions used in develop
ing the estimated fair value are provided.
The carrying amount of the com pany’s financial instru
ments included in current assets and current liabilities
approximate their fair value due to their short-term nature.
The fair value of the notes receivable is estimated by
discounting future cash flows using current interest rates
at which sim ilar loans would be made to borrowers with
sim ilar credit ratings and remaining m aturities. As of May
2 9 , 1993, the fair value of the notes receivable was $30.7
m illion compared with a carrying value of $32.2 m illion
after application of allowances of $2.1 m illion. The com
pany intends to hold these notes to m aturity and has
recorded an allowance to reflect the term s negotiated for
carrying value purposes. The com pany’s long-term debt
reprices frequently at the then-prevailing market interest
rates. As of May 2 9 ,1993, the carrying value approximated
the fair value of the com pany’s long-term debt.
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SCOPE INDUSTRIES (JUN)

Total current assets
Notes Receivable (Note 2)

SUPER FOOD SERVICES, INC. (AUG)
1993
$5,312,671
3,959,748

1992
$8,010,211
2,699,439

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: Notes Receivable
Components of notes receivable are as follows:

Loan to Opto Sensors, Inc.
Loan to SiMETCO, Inc.
Others
Less amounts classified as current

June 30,
1993
1992
$2,500,000 $2,500,000
1,200,000
403,718
354,605
(143,970)
(155,166)
$3,959,748 $2,699,439

On April 2 4 , 1990 the Company loaned Opto Sensors, Inc.
$2,500,000. A director of the Company is an officer, director
and 30% shareowner of Opto Sensors. Under the term s of
the prom issory note, Opto Sensors pays the Company
interest at a rate of one and one-half percent above the
prime rate established by Bank of Am erica. Interest is
payable quarterly and the principal Is due and payable in
1995. As a condition of the loan, the Company received
warrants to purchase 1,250,000 shares of preferred stock
of Opto Sensors. Interest income of $187,500, $214,340
and $279,177 in 1993, 1992 and 1991, respectively, was
earned on this note.
On July 2, 1992 the Company loaned SiMETCO, Inc.
$1,650,000. Under the term s of the prom issory note,
interest is payable each month at a rate of four and fourtenths percent above the prime rate as established by
Bank of America. Principal installm ent payments are due
beginning July 1, 1996 and conclude July 1, 1998. As a
condition of the loan, the Company received warrants to
purchase 1,500,000 shares of SiMETCO’s common stock.
The note is co lla te ra lize d by s u b s ta n tia lly a ll of
SiMETCO’s property and equipment. Interest income of
$100,100 was received on the note. SiMETCO has failed to
pay interest due on the note from February 1 , 1993 which
constitutes an event of default. Interest earned but not
collected on this note has not been recognized as income
by the Company as its collection is not certain. A charge
of $450,000 was made in the fourth quarter of 1993 to
reduce income and recognize a potential reduction in the
realizable value of the note.

Total current assets
Notes receivable from retailers (long-term
portion), net of allowance for doubtful
accounts of $1,714 in 1993 and $1,050
in 1992

1993
1992
($000)
$152,547 $162,554

17,969

13,951

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Notes Receivable
The Company has notes receivable from certain of its
retailers. Generally, these notes require periodic pay
ments of principal and interest and are collateralized by
certain property, equipm ent, inventory and personal
guarantees of the retailers. These notes bear interest
based upon the prime rate. At August 2 8 ,1993, the interest
rates ranged from 7% to 12%. The Company recognizes
interest income on these notes as the interest is collected.
The effective rate of interest collected was 8% and 7%
for 1993 and 1992, respectively. These notes mature
as follows:

(In thousands)
1994
1995
1996
1997
1998
Thereafter

$ 4,733
3,996
3,894
3,016
1,989
5,054
$22,682

SUPERVALU INC. (FEB)

Total current assets
Long-term notes receivable

1993
1992
($000)
$1,573,593 $1,163,270
82,534
49,193

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Notes Receivable
Notes receivable arise from fixture and other financing
related to independently owned retail food operations.
Loans to independent retailers, as well as trade accounts
receivable, are prim arily collaterized by the retailers’
inventory, equipm ent and fixtures. The notes range in
length from 1 to 20 years with the average being 7 years,
and may be noninterest bearing or bear interest at rates
ranging prim arily from 6 to 13 percent. The estimated fair
market value of the notes receivable approximates the net
carrying value at February 27, 1993, based on com
parisons to publicly traded debt instrum ents of sim ilar
credit quality.
Included in current receivables are notes receivable
due w ithin one year totaling $19.3 and $8.7 m illion at
February 2 9 , 1992, respectively.
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Noncurrent Receivables

W HIRLPO O L CORPORATION (DEC)

TANDEM COM PUTERS INCORPORATED (SEP)

1993

1992

1993

($000)
Total current assets
Property, plant, and equipment, at cost
Accumulated depreciation and
amortization
Net property, plant, and equipment
Cost in excess of net assets acquired,
net of accumulated amortization of
$21,735 in 1993 and $61,169 in 1992
Lease receivables

$ 851,430
1,149,611

$ 988,123
1,155,630

(583,043)
566,568

(535,468)
620,162

25,168
79,832

1992

($ millions)
Total Current Assets
Other Assets
Investment in affiliated companies
Investment in WFC
Financing receivables and leases, less allowances
Intangibles, net
Deferred income taxes
Other

190,974
90,208

2,708

2,740

320

282

793
725
127
55
2,020

912
795
—

64
2,053

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting P olicies (In Part):
Leasing Program
The Company offers lease financing of selected products
to its customers. Sales-type leases are originated by the
Company and either sold on a nonrecourse basis or used
as collateral for borrowings from certain third-party finan
cial institutions. Under lease borrowings, the Company
receives all proceeds at the inception of the lease in the
form of a lim ited recourse borrowing. The third-party
financial institution assumes the adm inistrative responsi
bility for collection of the lease receivables and the credit
risk, subject to the lim ited recourse provisions. In the
event of a default by a lessee, recourse by the financial
institutions is lim ited to the collateralized com puter
equipm ent and a recourse amount, if any, from a lim ited
recourse pool established as a percentage of each asso
ciated group of financed lease transactions. The Company
may also be required to participate in remarketing the
com puter equipm ent on a “ best efforts’’ basis on behalf of
the financial institutions. The following table relates the
borrowing and repayment activity in the lease-related
installm ent notes to the investment in sales leases;

(In thousands)
Total borrowings, beginning
balance
Current year borrowings
Current year repayments
Total borrowings, ending
balance
Leases not funded at year-end
Insured residual values
Investment in sales leases
Less current lease receivables
Lease receivables

1993

1992

1991

$129,860 $104,020 $ 92,116
50,195
79,096
49,982
(65,781) (53,256)
(38,078)
114,274
129,860
104,020
25,864
18,329
27,071
1,173
70
1,954
140,208
149,362
133,045
(60,376) (59,154)
(50,393)
$ 79,832 $ 90,208 $ 82,652

The borrow ings and repaym ents shown above are
included in the Company’s total borrowings and repay
ments as shown in the Consolidated Statements of
Cash Flows.
Sales of lease receivables in 1993,1992, and 1991 were
$28.6 m illion, $19.6 m illion, and $33.9 m illion, respectively.
At September 3 0 , 1993 and 1992, reserves for recourse
liabilities on lease receivables were approximately $7.2
m illion and $6.4 m illion, respectively.

Financing Receivables and Leases
Interest and discount charges are recognized in revenues
using the effective yield m ethod. Lease incom e is
recorded in decreasing amounts over the term of the
lease contract, resulting in a level rate of return on the net
investment in the lease. Origination fees and related costs
are deferred and amortized as yield adjustments over the
life of the related receivable or lease.
In May 1993, the Financial Accounting Standards Board
issued Statement No. 114, “ Accounting by Creditors for
Impairment of a Loan,’’ which requires that impaired loans
be measured based on the present value of expected
future cash flows discounted at the loans’ effective
interest rate. The new rules must be adopted on a
prospective basis no later than 1995. WFC has not yet
determined the effect of the new rules.
In May 1993, the Financial Accounting Standards Board
issued Statement No. 115, “ Accounting for Certain Invest
ments in Debt and Equity Securities,’ ’ which addresses
the accounting and reporting for investments in equity
securities that have readily determ inable fair values and
for all investments in debt securities. The new rules must
be adopted no later than the first quarter of 1994. Adoption
of the new rules will not have a material effect on the Com
pany’s 1994 net earnings or financial position.
Note 3: Financing Receivables and Leases

December 31,

1993

1992

(Millions of dollars)
Financing receivables
Leveraged leases
Direct financing leases
Other operating leases and investments
Unearned income
Estimated residual value
Allowances for doubtful accounts
Total financing receivables and leases
Less current portion
Long-term portion

$1,250 $1,513
108
131
57
28
250
222
1,923
1,636
(69)
(92)
89
99
(49)
(38)
1,607
1,892
814
980
$ 793 $ 912
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The fair value of financing receivables is estimated using
discounted cash flow analyses based on current interest
rates being offered to borrowers of sim ilar credit quality.
The fair value of financing receivables net of allowances is
$1.2 billion at December 3 1 , 1993.
Deferred income tax liabilities relating to leveraged and
direct financing leases were $105 m illion at December 31,
1993 and $107 m illion at December 3 1 , 1992.
Financing receivables and leases at December 31,
1993 include $414 m illion due from household appliance
and electronics dealers and $484 m illion resulting from
aerospace financing transactions. These amounts are
generally secured by the assets financed. Financing
receivables and leases also include $180 m illion of
commercial receivables which generally consist of receiv
ables from companies with high debt to equity ratios
as a result of buyouts, acquisitions, or recapitalization
transactions. The borrowers in this portfolio generally are
middle-market companies located throughout the U.S.
Nonearning finance receivables and operating leases
totaled $131 m illion at December 3 1 ,1993 and $93 m illion
at December 3 1 ,1992.
Financing receivables and minimum lease payments
receivable at December 31, 1993 mature contractually
as follows:

(Millions of dollars)
1994
1995
1996
1997
1998
Thereafter

Financing
Receivables
$ 828
172
74
120
23
33
$1,250

Leveraged
and Direct
Financing
Leases
$ 17
9
6
4
2
98
$136

INTANGIBLE ASSETS
APB O pinion No. 17 sets forth requirements as to account
ing for intangible assets. O pinion No. 17 stipulates that all
intangible assets acquired after October 31,1970 or recog
nized in business com binations initiated after October 31,
1970 be amortized over a period not to exceed 40 years
and that “ financial statem ents should disclose the
method and period of am ortization.”
Table 2-17 lists those intangible assets being amortized
which are most frequently disclosed by the survey com
panies. Table 2-17 does not reflect intangible assets not
being amortized because such assets were acquired prior
to the effective date of O pinion No. 17. Table 2-17 also does
not reflect intangible pension assets recognized when an
entity records a minimum pension liability in accordance
with Statem ent o f Financial Accounting Standards No. 87.
In 1993, 34 survey companies disclosed an amount for
intangible assets acquired prior to the effective date of
Opinion No. 17 and 79 survey companies disclosed an
amount for intangible pension assets.
Table 2-18 summarizes the am ortization periods used
by the survey companies to amortize intangible assets. It
is not uncommon for a company to use more than one
period for one type of intangible. For instance, a company
may disclose in the Summary of Accounting Policies that
it am ortizes goodwill over a period not exceeding 40 years
and in a subsequent note disclose that it am ortizes good
w ill related to a certain acquisition over a specified num
ber of years.
Examples of intangible asset disclosures follow.

TABLE 2-17: INTANGIBLE ASSETS
Number of Companies
1993 1992 1991 1990
Goodwill recognized in a
business combination..........
Patents, patent rights..............
Trademarks, brand names,
copyrights..........................
Noncompete covenants..........
Licenses, franchises,
memberships.....................
Other— described...................

385
69

383
62

381
59

379
62

51
26

50
21

48
18

46
20

19
48

17
45

17
42

16
37

TABLE 2-18: AMORTIZATION PERIOD— 1993

Period
40................................................................
“ Not exceeding 40” ......................................
25-30...........................................................
20................................................................
10-15...........................................................
Legal/estimated life ........................................
Other ..........................................................

....................................
....................................
....................................
....................................
....................................
....................................
....................................

Goodwill

Patents

155
83
15
11
13
48
88

1
3
—
—

—
46
19

Number of Companies
Trademarks Noncompete
6
3
2
2
—
26
12

—
—
—

—
1
11
13

Licenses
1
3
1
—
—
9
5
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NORTEK, INC. (DEC)

Goodwill
HERSHEY FOODS CORPORATION (DEC)

Total current assets
Property, Plant and Equipment, Net
Intangibles Resulting from
Business Acquisitions
Other Assets
Total assets

1993

1992

$ 888,996
1,460,904

$ 939,981
1,295,989

473,408
31,783
$2,855,091

399,768
37,171
$2,672,909

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Intangibles Resulting from Business Acquisitions
Intangible assets resulting from business acquisitions
principally consist of the excess of the acquisition cost
over the fair value of the net assets of businesses acquired
(goodwill). Goodwill is amortized on a straight-line basis
over 40 years. Other intangible assets are amortized on a
straight-line basis over their estimated useful lives.
Accumulated am ortization of intangible assets resulting
from business acquisitions was $73.4 m illion and $61.2
m illion as of December 3 1 , 1993 and 1992, respectively.
LAFARGE CORPORATION (DEC)

Total current assets
Property, plant and equipment, net
Excess of cost over net assets of
businesses acquired, net
Other assets
Total Assets

1992
1993
($000)
$ 585,244 $ 580,142
982,277
880,724
39,636
168,114
$1,673,718

43,049
161,973
$1,767,441

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Total Current Assets
Property and Equipment, at cost:
Land
Buildings and improvements
Machinery and equipment
Less— Accumulated depreciation
Total Property and Equipment, net
Other Assets:
Goodwill, less accumulated amortization
of $19,180,000 and $16,857,000
Non-current assets of business
held for sale
Other

5,833
52,309
108,983
167,125
76,546
90,579

7,376
54,416
103,246
165,038
66,469
98,569

75,599

78,406

11,987
12,226
99,812
$509,209

30,785
22,113
131,304
$515,373

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): Summary o f S ignificant Accounting Policies

Goodwill
The Company has classified as goodwill the cost in excess
of fair value of the net assets (including tax attributes) of
companies acquired in purchase transactions. Goodwill is
being amortized on a straight-line method over 40 years.
Am ortization charged to continuing operations amounted
to $2,418,000, $2,548,000 and $2,759,000 for 1993, 1992
and 1991, respectively. At each balance sheet date, the
Company evaluates the realizability of goodwill based
upon expectations of nondiscounted cash flows and
operating income for each subsidiary having a material
goodwill balance. Based upon its most recent analysis,
the Company believes that no material im pairm ent of
goodwill exists at December 3 1 , 1993.
SEQUA CORPORATION (DEC)

Accounting and Financial R eporting Policies (In Part)

Excess of Cost Over Net Assets of Businesses Acquired
The excess of cost over fair value of net assets of busi
nesses acquired is amortized on a straight-line basis over
periods not exceeding forty years. The am ortization
recorded for 1993, 1992 and 1991 was $4.3 m illion, $5.4
m illion and $6.4 m illion, respectively. Accumulated amor
tization at December 3 1 ,1993 and 1992 was $38.2 m illion
and $33.9 m illion, respectively.

1992
1993
($ 000)
$318,818 $285,500

Total current assets
Investments
Net assets of discontinued operations
Noncurrent receivables and
other investments
Property, plant and equipment, net
Other assets
Excess of cost over net assets
of companies acquired
Deferred charges and other
Total assets

1992
1993
($000)
$ 661,592 $ 679,194
188,964

198,542

17,179
206,143
562,623

21,321
219,863
630,409

348,696
24,467
373,163

362,357
20,645
383,002

$1,803,521

$1,912,468
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Patents

Note 1 (In Part): Summary o f S ignificant Accounting Policies

Excess of Cost Over Net Assets of Companies Acquired
Excess of cost over net assets of companies acquired
(goodwill) is being amortized on a straight-line basis
over periods not exceeding forty years. The Company
periodically reviews goodwill to assess recoverability, and
impairments would be recognized in operating results if a
permanent dim inution in value were to occur. The am orti
zation charged against earnings in 1993, 1992 and 1991
was $10,821,000, $10,807,000 and $10,804,000, respec
tively. Accumulated am ortization at December 31, 1993
and 1992 was $73,562,000 and $62,741,000, respectively.

CABOT MEDICAL CORPORATION (OCT)
1993

1992

($ 000)

Total current assets
Property, plant and equipment, net
Intangible assets, net
Other assets, net

$26,836
21,759
39,125
2,268
$89,988

$ 33,352
22,519
41,620
2,699
$100,190

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SNAP-ON TOOLS CORPORATION (DEC)

Total current assets
Property and equipment, net
Deferred income tax benefits
intangible and other assets
Total assets

1993
1992
($000)
$ 854,598 $ 832,603
224,810
226,498
49,192
53,819
64,120
85,706
$1,218,933 $1 ,172,413

1 (In Part): D escription o f Company and Summary o f
S ignificant Accounting Policies

Intangible Assets
Intangible assets are recorded at cost and are amortized
on a straight-line basis over their estimated useful lives.
6. Intangible Assets
Intangible assets, net and their estimated useful lives as of
October 3 1 , 1993 and 1992 consist of the following:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands)
Note 1 (In Part): Summary o f Accounting Policies

h. Intangibles
The excess of the purchase cost over the fair value of net
assets acquired in an acquisition (goodwill) is included in
intangible and other assets in the accompanying consoli
dated balance sheets and is being amortized principally
over 20 years on a straight-line basis. The Corporation
continually evaluates the existence of goodwill impairment
on the basis of whether the goodwill is fully recoverable
from projected, undiscounted net cash flows of the related
business unit. Goodwill (net of accumulated am ortization)
was $48.1 m illion and $38.9 m illion at the end of 1993 and
1992. Am ortization of goodwill amounted to $2.8 m illion,
$2.4 m illion, and $.5 m illion for 1993, 1992, and 1991.
Accumulated am ortization of goodwill was $6.2 m illion,
and $3.4 m illion at the end of fiscal years 1993 and 1992.

Patents
Trademarks
Licenses
FDA registration
Costs in excess of net
assets acquired
Other

Estimated
Useful Lives
(In Years)
5-17
10-23
3-17
21
20-25
5

Less: Accumulated amortization

1993
$ 7,413
20,536
384
2,030

1992
$ 7,413
20,536
149
2,030

12,791
277
43,431
4,306
$39,125

12,791
277
43,196
1,576
$41,620

SEALED AIR CORPORATION (DEC)

Total current assets
Property and equipment, net
Patents, patent applications and rights,
less accumulated amortization of $10,357
in 1993 and $8,977 in 1992
Excess of cost over fair value of net assets
acquired, less accumulated amortization
of $3,988 in 1993 and $4,049 in 1992
Deferred financing and other costs, less
accumulated amortization of $16,262
in 1993 and $13,654 in 1992
Other assets

1993
1992
($000)
$128,161 $122,827
120,750
112,162

8,348

7,635

8,190

9,624

1,611
12,758
$279,818

4,223
11,793
$268,264
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Note 1 (In Part): Summary o f Significant Accounting Policies

Intangibles and Other Assets
Patents, patent applications and rights are stated at acqui
sition cost. Am ortization of patents is recorded using the
straight-line method over the legal lives of the patents,
generally for periods ranging up to 17 years. The excess of
cost over fair value of net assets acquired is amortized
over periods ranging up to 40 years. Other intangible assets,
including noncom petition agreements, included in other
assets are amortized over the life of such agreements.
The carrying value of intangible assets is periodically
reviewed by the Company and impairm ents are recog
nized when the expected future operating cash flows
derived from such intangible assets is less than their
carrying value.
Deferred financing costs, which were incurred by the
Company in connection with the Special Dividend (Note 2)
and by Sentinel Holdings, Inc. prior to its acquisition by
the Company, are charged to operations as additional
interest expense over the life of the underlying indebted
ness using the interest method adjusted to give effect to
any early repayments.

8. Intangibles

The follow ing sum m arizes intangible assets, net of
accumulated am ortization of $233.0 and $195.7 at June
3 0 , 1993 and 1992, respectively:

Goodwill
Trademarks and trade names
Patents and computer software
Other

HARCOURT GENERAL, INC. (OCT)

($000)
Total current assets
Property and equipment
Land, buildings and improvements
Fixtures and equipment

Other assets
Prepublication costs, net
Intangible assets
Other
Total other assets

DURACELL INTERNATIONAL INC. (JUN)
1993
$ 526.0
294.2
1,165.2
12.2
$1,997.6

$1,503,945

$1,293,960

494,438
301,941
796,379

683,081
470,080
1,153,161

279,838
516,541

445,678
707,483

137,959
400,028
111,601
649,588

144,088
415,072
115,359
674,519

1992

($ millions)
Total current assets
Property, plant, and equipment, net
Intangibles, net
Other assets
Total assets

1992

1993

Less accumulated depreciation
and amortization
Total property and equipment, net

Trademarks

1992
$ 467.9
457.3
85.3
277.5
$1,288.0

1993
$ 405.4
435.6
69.8
254.4
$1,165.2

$ 528.1
330.9
1,288.0
9.6
$2,156.6

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollar am ounts in m illions, exceptper share am ounts)
2 (In Part): Summary o f S ignificant Accounting Policies

Intangibles
Patents are amortized on a straight-line basis over periods
ranging up to 15 years and com puter software is amor
tized over 5 years. All other intangibles are am ortized on a
straight-line basis over 40 years.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

intangible Assets
Intangible assets represent tradem arks and goodwill.
Am ortization is provided on a straight-line method over
the estim ated useful lives of these assets not exceeding
forty years.
5. Intangible Assets
Intangible assets consisted of the following at October 31:

(In thousands)
Goodwill
Trademarks
Other
Total
Accumulated amortization
Total

1993
1992
$394,452 $395,369
73,000
73,000
17,205
17,110
484,657
485,479
(84,629) (70,407)
$400,028 $415,072

Am ortization expense was $14.4 m illion in 1993, $14.3
m illion in 1992 and $151.6 m illion in 1991.
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INTERCO INCORPORATED (DEC)

Note 2. Intangible Assets

1993

1992

Intangible assets acquired in acquisitions (Note 6) consist
of the following:

($000)

Net property, plant and equipment
Reorganization value in excess of amounts
allocable to identifiable assets, net
(Note 2)
Trademarks and trade names, net (Note 2)
Other assets

$216,301

$202,285

97,107
153,248
38,079

102,333
157,218
36,343

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share data)

Excess of cost over acquired net assets
Assembled workforce
Accreditation and training programs
Covenant not to compete
Less; Accumulated amortization

June 30,
1993
1992
$1,108,805 $ 708,805
767,299
767,299
502,846
502,846
725,000
500,000
3,103,950
2,478,950
950,024
497,813
$2,153,926 $1,981,137

2 (In Part): S ignificant Accounting Policies

Reorganization Value in Excess of Amounts Allocable to
Identifiable Assets
As a result of adopting fresh-start reporting, the Company
recorded reorganization value in excess of amounts
allocable to identifiable assets of approximately $104,500.
This intangible asset is being amortized on a straight-line
basis over a 20-year period.
Trademarks and Trade Names
In connection w ith the adoption of fresh-start reporting,
the Company recorded approximately $158,900 in fair
value of trademarks and trade names based upon an
independent appraisal. Such tradem arks and trade
names are being amortized on a straight-line basis over a
40-year period.

Covenants Not To Compete

BROW NING-FERRIS INDUSTRIES, INC. (SEP)
1993
($000)
Other Assets:
Cost over fair value of net tangible assets
of acquired businesses, net of
accumulated amortization of
$41,234 and $31,877
Other intangible assets, net of
accumulated amortization of $158,693
and $166,933
Deferred income taxes
Investments in unconsolidated affiliates
Other
Total other assets

1992

$310,065

$227,704

138,844
113,615
222,698
69,213
854,435

133,134
95,584
244,471
89,481
790,374

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

AMSERV HEALTHCARE INC. (JUN)

Total current assets
Property and Equipment, Net
Intangible Assets, Net (Note 2)
Other Assets

1993
$4,493,486
426,016
2,153,926
354,026
$7,427,454

1992
$6,205,687
325,116
1,981,137
345,692
$8,857,632

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Policies

Intangible Assets
Excess of cost over acquired net assets is amortized on a
straight-line basis over forty years. Other intangible assets
are stated at acquisition cost and are being amortized on
a straight-line basis over their estimated useful lives of
four to five years.

Intangible Assets
The cost over fair value of net tangible assets of acquired
businesses is amortized on the straight-line method over
periods not exceeding 40 years. Other intangible assets,
substantially all of which are custom er lists and covenants
not to compete, are amortized on the straight-line method
over their estimated lives, typically no more than seven
years. Am ortization expense for fiscal years 1993, 1992,
and 1991 related to intangible assets was $46,862,000,
$49,532,000 and $49,758,000, respectively.
HOMEDCO GROUP, INC. (SEP)

Total current assets
Rental equipment, less accumulated
depreciation of $59,455 and $40,099
at September 30,1993 and 1992,
respectively
Property, equipment and improvements, net
Intangible assets, net
Other assets
Total assets

1992
1993
($000)
$143,353 $122,215

62,746
32,661
20,135
1,915
$260,810

57,978
25,254
21,799
1,738
$228,984
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Note 1 (In Part): S ignificant Accounting Policies

Technology
ROCKW ELL INTERNATIONAL CORPORATION (SEP)

intangible Assets
Intangible assets consist of covenants not to compete and
goodwill arising from business com binations (see Note 9).
The values assigned to intangible assets, based in part
upon independent appraisals, are being amortized on a
straight-line basis. The covenants are being amortized
over their contractual lives which range from two to ten
years. Goodwill, representing the excess of the purchase
price over the estimated fair value of the net assets of the
acquired business, is being amortized over the period of
expected benefit of 20 years.

1992
1993
($ millions)
$2,325.8 $2,374.8
809.2
831.9
1,803.7
1,685.3

Net property
Intangible assets
Other assets

NOTES TO FINANCIAL STATEMENTS

5. Intangible Assets
Intangible assets are summarized as follows (in m illions):

Note 3— Intangible Assets
Intangible assets consist of the following:

1992

1993

(In thousands)

$17,045 $16,574
6,185
6,087
125
—
23,355
22,661
(862)
(3,220)
$20,135 $21,799

Covenants not to compete
Goodwill
Other intangibles
Less accumulated amortization

Licenses
THE EASTERN COMPANY (DEC)
1993
Other Assets
Goodwill, less accumulated
amortization ($69,334 in 1993 and
$58,819 in 1992)
Patents, licenses and trademarks, less
accumulated amortization ($267,387
in 1993 and $148,729 in 1992)
Prepaid pension cost
Noncurrent assets of
discontinued operations

1992

September 30,
1993
1992
Goodwill, less accumulated amortization
(1993, $149.2; 1992, $129.7)
Patents, product technology and other
intangibles, less accumulated amortization
(1993, $349.7; 1992, $333.2)
Intangible pension asset (see Note 16)
Intangible assets

$581.5

$569.7

175.2
52.5
$809.2

196.9
65.3
$831.9

Goodwill represents the excess of the cost of purchased
businesses over the fair value of their net assets at date of
acquisition and generally is being amortized by the
straight-line method over periods ranging from 10 to 40
years. Patents, product technology and other intangibles
relate principally to Allen-Bradley and are being amortized
on a straight-line basis over their estimated useful lives,
generally ranging from 5 to 20 years.
W HITTAKER CORPORATION (OCT)

$

80,976

$

71,492

1992

1993
($ 000)

1,045,429
2,576,654

738,330
1,797,410

958,999
$4,662,058

739,127
$3,346,359

Other Assets
Goodwill, net of amortization
Other intangible assets, net of amortization
Notes and other noncurrent receivables
Miscellaneous
Assets held for sale

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Intangibles
Patents are amortized using the straight-line method over
the lives of the patents. Licenses are generally amortized
on a straight-line basis over periods of five to 17 years.
Goodwill is being amortized over periods from five to
20 years.

$14,465
2,722
4,994
3,751
24,638
50,570

$ 7,748
2,686
5,394
6,107
24,638
46,573

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

(C) Intangibles
Goodwill is amortized using the straight-line method over
40 years. Am ortization of other intangible assets is being
provided on a straight-line basis over the following
periods:
Purchased software
Technology
Patents

7 years
5-15 years
Lesser of economic or legal life
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Accumulated am ortization of goodwill and of other intang
ible assets at October 31, 1993 amounted to $1,397,000
and $5,351,000, respectively, and at October 31, 1992
amounted to $1,187,000 and $4,908,000, respectively.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Intangible Assets

1993
Food service and facilities management contracts
Hotel management and franchise agreements
Goodwill
Other

Customer Lists
W.W. GRAINGER, INC. (DEC)

Accumulated amortization

Total current assets
Property, buildings, and equipment— net
Other assets
Total assets

1993
1992
($000)
$ 823,882 $ 794,266
409,383
352,693
143,399
163,579
$1,376,664 $1,310,538

1992

(In millions)
$366 $366
107
107
137
137
6
6
616
616
(210) (179)
$406 $437

Intangible assets are being amortized on a straight-line
basis over periods of 10 to 40 years. Am ortization expense
totaled $31 m illion in 1993, $32 m illion in 1992 and $33 m il
lion in 1991.

NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS
Note 7— O ther Assets
Included in other assets are intangibles such as customer
lists and goodwill. Customer lists are amortized on a
straight-line basis over periods of five to sixteen years.
Goodwill represents the cost in excess of net assets of
acquired companies and is amortized on a straight-line
basis over forty years. Other assets at December 3 1 ,1993
and 1992 were:

Customer lists
Goodwill
Other intangibles
Less accumulated amortization
Sundry
Total

1993
1992
(In thousands of dollars)
$102,015 $102,015
46,283
46,197
6,472
6,472
154,684
154,770
29,528
14,133
125,242
140,551
18,157
23,028
$143,399 $163,579

Reorganization Value
HILLS STORES COMPANY (JAN)

Total current assets
Property and equipment, net
Property under capital leases, net
Beneficial lease rights, net (Note 4)
Other assets, net
Goodwill, net (Note 4)
Reorganization value in excess of amounts
allocable to identifiable assets, net
(Note 4)

1994
1993
($000)
$444,529 $465,610
132,431
122,737
134,476
132,971
9,902
50,811
9,555
14,989
135,627
176,728
$907,621

—
$922,745

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): Summary o f S ignificant Accounting Policies

Management Contracts
MARRIOTT INTERNATIONAL, INC. (DEC)

Total Current Assets
Property and Equipment
Intangibles
Notes Receivable from Host Marriott Corporation
Other

1993
1992
($ millions)
$1,295 $1,064
785
730
437
406
—
233
373
370
$3,092 $2,601

intangible Assets
Reorganization value in excess of amounts allocable to
identifiable assets is being amortized over twenty years
on a straight-line basis. Accumulated am ortization was
$3,407,000 at January 29, 1994. Predecessor Company
goodwill was being amortized over forty years on a
s tra ig h t-lin e basis. A ccum ulated am ortization was
$29,395,000 at January 3 0 , 1993.
Beneficial lease rights are amortized using the straightline method over the term s of the leases. Accumulated
am ortization of beneficial lease rights was $271,000 for the
Successor Company at January 2 9 , 1994 and $21,115,000
for the Predecessor Company at January 3 0 , 1993.
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December 31,
1993 1992

Intangible Pension Assets
Dollars in Millions

Total current assets
Investments and advances
Property, plant and equipment, at cost,
less accumulated depreciation
Deferred income taxes
Intangible pension asset (Note 10)
Excess of cost over net assets acquired
Deferred charges and other assets
Total assets

1992
1993
($000)
$1,098.9 $ 926,5
221.0
212.6
1,507.7
428.4
122.1
26.4
31.3
$3,435.8

The additional minimum pension liability represents the
excess of the unfunded Accumulated Benefit Obligation
over previously accrued pension costs. A corresponding
intangible asset was recorded as an offset to this addi
tional liability as prescribed.

1,548.8
396.9
27.7
34.0
$3,146.5

Note 10 (In Part): Retirem ent B enefits
The funded status of the plan as of December 31, 1993
and 1992 was as follows:

Dollars in Millions

Fair value of plan assets
Equities
Bonds
Real estate
Cash equivalents and accrued interest
Actuarial present value of benefits for service
rendered to date:
Accumulated Benefit Obligation based
on compensation to date, including
vested benefits of $1,808 and $1,433
for 1993 and 1992, respectively
Additional benefits based on estimated
future compensation levels
Projected Benefit Obligation
Plan assets in excess (shortfall) of Projected
Benefit Obligation

$(166) $(50)
139
162
(237)
9
(51)
(141)
—
122

Accrued pension cost
Unrecognized transition asset
Unrecognized net gain (loss)
Unrecognized prior service cost
Adjustment required to recognize minimum liability
Plan assets in excess (shortfall) of Projected
Benefit Obligation

INLAND STEEL INDUSTRIES, INC. (DEC)

December 31,
1992
1993
$1,011
354
136
293
1,794

$ 943
458
137
148
1,686

1,960

1,534

117
2,077

82
1,616

$ (283) $

70

The Projected Benefit Obligation is the full measure of the
C om pany’s “ going concern” lia b ility fo r pensions
accrued to date based on current interest rates. It includes
the effect of future compensation increases for benefits
based on final pay. It does not, however, take into consid
eration contingent benefits that are not expected to be paid
but that would require funding in any plan term ination.
The pension cost reflected in the Company’s balance
sheet on December 3 1 ,1993 and 1992, can be reconciled
to the excess or shortfall of plan assets as shown below:

$(283) $ 70

OTHER NONCURRENT ASSET CAPTIONS
Table 2-19 summarizes the nature of assets (other than
property, Investments, noncurrent receivables, and intan
gible assets) classified as noncurrent assets on the balance
sheets of the survey companies. Examples of other
noncurrent asset presentations and disclosures, except
assets leased to others, follow. Examples of assets leased
to others are presented in connection w ith Table 2-28.

TABLE 2-19: OTHER NONCURRENT ASSETS

Deferred income taxes..............
Prepaid pension costs..............
Property held for sale................
Debt issue costs......................
Software.................................
Assets of nonhomogeneous
operations............................
Segregated cash or securities ...
Start-up costs..........................
Cash surrender value of
life insurance ......................
Assets leased to others............
Other identified noncurrent
assets.................................

Number of Companies
1993 1992 1991 1990
169
34
95
20
83
87
81
78
63
73
60
65
46
34
45
35
30
29
32
35
30
23
19

29
33
17

26
33
15

26
39
6

18
14

18
19

18
25

16
29

42

50

48

50
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Deferred Income Taxes

FEDERAL-MOGUL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

EAGLE-PICHER INDUSTRIES, INC. (NOV)

Net Property, Plant and Equipment
Deferred Income Taxes
Other Assets

1993

1992

$134,401
29,924
33,011

$133,922
33,535

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
G (In Part): Incom e Taxes
The Company adopted FAS 109 in 1993. Like FAS 96, FAS
109 is an asset and liability method for accounting for
income taxes. Generally, FAS 109 allows for at least the par
tial recognition of deferred tax assets in the current period
for the future benefit of net operating loss carryforwards
and items for which expenses have been recognized for
financial statement purposes, but w ill be deductible in
future periods. Generally, FAS 96 prohibited any consider
ation of future events in calculating deferred tax assets.
Given the uncertainties surrounding the chapter 11 case, the
Company does not believe that recognition of a significant
portion of the deferred tax assets relating to the asbestos
liability is appropriate at this time. Accordingly, a signifi
cant valuation allowance was provided at the tim e of
adoption. As a result, the cum ulative effect of this change
in accounting for income taxes was not material and prior
year financial statements have not been restated to apply
the provisions of FAS 109. The effect of adopting FAS 109
on quarterly results in 1993 was also not material.

•

•

•

•

•

•

Components of deferred tax balances as of November
3 0 , 1993 are as follows:
(In thousands of dollars)

Deferred tax liabilities:
Property, plant and equipment
Prepaid pension
Other
Total deferred tax liabilities
Deferred tax assets:
Asbestos liability
Accrued liabilities (including amounts
subject to compromise)
Postretirement benefit liability
Other
Total deferred tax assets
Valuation allowance
Net deferred tax assets

$ (6,863)
(2,457)
(3,866)
(13,186)
525,010
25,742
7,073
4,848
562,673
(519,563)
$ 29,924

A significant portion of the net deferred tax asset at
November 3 0 , 1993 is expected to be recovered through
the carryback of amounts which w ill become deductible
when paid.

10 (In Part): Incom e Taxes
Significant components of the com pany’s deferred tax
liabilities and assets as of December 31 are as follows:
(Millions of Dollars)
Deferred tax liabilities:
Fixed asset basis differences
Pension
Total deferred tax liabilities
Deferred tax assets:
Postretirement benefits other
than pensions
Special charges
Other non-deductible expenses
AMT credit carryforwards
Foreign tax credit carryforwards
Net operating loss carryforwards
of international subsidiaries
Other, net
Total deferred tax assets
Valuation allowance for deferred
tax assets
Net deferred tax assets

1993

1992

1991

$(60.0) $(67.9) $(69.0)
(12.5)
(8.3)
(9.4)
(72.5) (77.3) (77.3)
55.3
.2
29.3
2.4

51.6
11.9
14.3
5.6
7.9

6.0
24.1
5.3
7.7

37.6
2.6
127.4

28.0
4.3
123.6

17.2
(2.2)
58.1

—

—

(21.0) (24.3) (21.2)
106.4
99.3
36.9
$ 33.9 $ 22.0 $(40.4)

At December 31, 1993, the company had net operating
loss carryforwards in Germany of $46 m illion that are not
subject to expiration. Net operating loss carryforwards
of $49.5 m illion exist at other international subsidiaries
subject to various expiration dates. Foreign tax credit
carryforwards of $2.4 m illion w ill expire in years 1994
through 1998. Valuation allowances have been recog
nized against the net operating loss carryforwards (other
than in Germany) and the foreign tax credit carryforwards.
The company is not required to record valuation
allowances for deferred tax assets where management
believes it is more likely than not that the tax benefit w ill be
realized. Valuation allowances were not established
against deferred tax assets attributable to the company’s
postretirem ent benefit obligation and the German net
operating loss carryforward.
The deferred tax asset for the com pany’s postretire
ment benefit obligation is $55.3 m illion at December 31,
1993. The total amount of future taxable income in the U.S.
necessary to realize the asset is $149.5 m illion. The com
pany could generate approximately $67 m illion of taxable
income from the execution of reasonable and prudent tax
planning strategies, principally through revoking the com
pany’s LIFO election.
In addition to tax planning strategies, the company w ill
need to generate additional taxable income of approxi
mately $82.5 m illion in the U.S. through future operations
in order to fully realize the deferred tax asset for the com
pany’s postretirem ent benefit obligation. Over the past
ten years, the company has generated taxable income in
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the U.S., on average, of approximately $52 m illion per
year. Based on the company’s history of taxable income
and Its projection of future earnings, management believes
that It is more likely than not that sufficient taxable income
w ill be generated in the foreseeable future to realize the
deferred tax asset.
The deferred tax asset attributable to the German net
operating loss carryforward is $19 million. Sufficient taxable
income w ill be generated through the reversal of existing
taxable tem porary differences to enable the carryforward
to be utilized.
Deferred tax liabilities and assets are recorded in the
consolidated balance sheets as follows:
(Millions of Dollars)
Assets:
Prepaid expenses and income tax benefits
Business investments and other assets
Liabilities:
Deferred income taxes

1993

1992

$19.4
27.5

$14.6
34.7

(13.0) (27.3)
$33.9 $22.0

LABARGE, INC. (JUN)

Current assets:
Cash and cash equivalents
Accounts and notes receivable, net
Inventories
Prepaid expenses
Deferred tax assets, net
Total current assets
Property, plant and equipment, net
Deferred tax assets, net

1993

1992

$ 303,531
14,476,362
20,090,731
46,602
452,812
35,370,038
3,863,753
2,017,750

$ 190,883
12,483,540
24,260,079
33,803
711,961
37,680,266
3,679,950
1,758,600

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Incom e Taxes
The tax effects of tem porary differences that give rise to

significant portions of the deferred tax assets and
deferred tax liabilities are presented below;
June 28,
1992

June 27,
1993
Deferred tax assets:
Accounts receivable due to allowance
for doubtful accounts
Inventories due to additional costs
inventoried for tax purposes
pursuant to the Tax Reform Act of
1986 and inventory reserves
Accrued liability, settlement of lawsuit
with a note payable
Deferred compensation
Accrued vacation
Net operating loss carryforwards
Tax credit carryforwards
Total gross deferred tax assets
Less— valuation allowance
Net deferred tax assets
Deferred tax liabilities:
Property, plant and equipment,
principally due to differences in
depreciation and capitalized interest
Software amortization
Deferred professional fees
Total gross deferred tax liabilities
Net deferred tax assets

$

48,340

$

74,506

407,984

521,975

145,834
107,049
108,043
8,022,624
406,940
9,246,814
6,489,973
$2,756,841

276,391
59,332
87,672
8,782,337
347,980
10,150,193
7,127,825
$3,022,368

$ (263,386) $ (226,318)
(67,584)
(22,893)
(257,904)
—
$ (286,279) $ (551,806)
$2,470,562 $2,470,562

A valuation allowance is provided to reduce the deferred tax
assets to a level which, more likely than not, will be realized.
The net deferred assets reflects management’s estimate
of the amount which will be realized from future profitability
which can be predicted with reasonable certainty.
The valuation allowance for deferred tax assets as of
July 1, 1991 was $7,531,971. The net change in the total
valuation allowance for the years ended June 27,1993 and
June 2 8 , 1992 were decreases of $637,852 and $404,146,
respectively.
At June 2 7 ,1993, the Company has net operating loss
carryforw ards fo r Federal incom e tax purposes of
$23,595,952 which are available to offset future Federal
taxable income through 2003. The Company also has
investment tax credit carryforwards for Federal income tax
purposes of approximately $227,300 which are available to
reduce future Federal income taxes through 2001. In addi
tion, the Company has alternative minimum tax credit
carryforwards of approximately $179,640 which are available
to reduce future regular Federal income taxes over an
indefinite period. These carryforwards are the result of
losses generated by discontinued operations prior to 1987.
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LACLEDE STEEL COMPANY (DEC)

Total current assets
Noncurrent assets;
Intangible assets
Bond funds in trust
Prepaid pension contributions
Deferred income taxes
Other
Total noncurrent assets

THE TIMKEN COMPANY (DEC)
1993
1992
($000)
$155,494 $138,628
23,252
5,474
15,713
27,083
1,654
73,176

25,872
3,467
13,174
—

1,946
44,459

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): Incom e Taxes
In 1993 deferred taxes were recorded in the amount of
$28,526,000 as a result of the change in accounting for
postretirem ent m edical benefits. Recognition of this tax
benefit resulted in a net deferred tax asset on the balance
sheet. No valuation allowance was deemed necessary as
a result of management’s evaluation of the likelihood that
ail of the deferred tax assets w ill be realized. Deferred
taxes reflect a combined federal and state effective tax
rate of approximately 40% , reflecting recently enacted
changes in tax laws.
Deferred tax assets and liabilities are com prised of the
following at December 3 1 ,1993 (thousands of dollars):

Deferred tax liability—
Depreciation
$(25,146)
Deferred tax assets;
Accrued costs of pension plans
765
Minimum pension liability adjustment
9,254
Postretirement medical benefits
31,120
Active employee benefit liabilities
2,356
Environmental costs
1,764
Allowances on receivables
826
Net operating loss and alternative minimum tax carryovers
5,095
Other
1,049
Total deferred tax assets
52,229
Net deferred tax assets
$27,083
Deferred income taxes (asset) were increased in 1993 by
$7,348,000 and in 1992 by $1,906,000 as a result of the tax
effects of the minimum pension liability adjustment.
These amounts are not reflected in the tax provisions of
either year. See Note 5 for further discussion.

1993
($000)
Current Assets
Cash and cash equivalents
Accounts receivable, less allowances,
1993-$6,292; 1992-$4,948
Deferred income taxes
Inventories:
Manufacturing supplies
Work in process and raw materials
Finished products
Total Current Assets
Property, Plant and Equipment
Land and buildings
Machinery and equipment
Less allowances for depreciation
Other Assets
Costs in excess of net assets of
acquired business, net of
amortization, 1993— $9,242;
1992-$6,665
Deferred income taxes
Miscellaneous receivables and
other assets
Deferred charges and prepaid expenses

$

5,284

$

1992

7,863

223,097
58,220

198,549
38,658

39,392
175,920
84,471
299,783
586,384

44,150
165,995
100,802
310,947
556,017

347,757
1,799,892
2,147,649
1,122,985
1,024,664

344,623
1,743,979
2,088,602
1,039,598
1,049,004

93,825
52,902

96,402
-0 -

21,401
10,543
178,671
$1,789,719

27,406
9,621
133,429
$1,738,450

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Incom e Taxes
The effect of tem porary differences giving rise to deferred
tax assets and liabilities at December 31, 1993 was as
follows (in thousands of dollars):

Deferred tax assets:
Accrued postretirement benefits cost
Accrued pension cost
Benefit accruals
Impairment and restructuring charges
Foreign tax loss and credit carryforwards
Alternative minimum tax credit carryforwards
Inventory valuation
Other— net
Valuation allowance
Deferred tax liability— depreciation
Net deferred tax asset

$148,886
44,845
22,025
16,405
20,224
12,205
10,112
9,784
(20,224)
264,262
(153,140)
$111,122

FAS No. 109 specifies that deferred tax assets are to be
reduced by a valuation allowance if it is more likely than
not that some portion or all of the deferred tax assets w ill
not be realized. As of December 31, 1993, the company
has deferred tax assets attributable to foreign tax loss and
credit carryforwards. As a m ajority of these carryforwards
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expire in five years or less, realization is considered
uncertain and a valuation allowance has been recorded.
The items generating the rem aining deferred tax assets,
except for accrued postretirem ent benefits cost, are
expected to reverse over the same general period as
depreciation and are therefore likely to be realized. The
deferred tax asset relative to accrued postretirem ent
benefits cost, which has a very long reversal period, is
deemed realizable based on the company’s anticipated
future earnings.
TW IN DISC, INCORPORATED (JUN)
1993
($000)
Current assets:
Cash and cash equivalents
Trade accounts receivable, net
Inventories
Deferred income taxes
Other
Total current assets
Property, plant and equipment, net
Investment in affiliate
Deferred income taxes
Other assets

$ 2,903
25,106
42,562
4,186
2,775
77,532
37,560
8,514
5,748
8,551
$137,905

1992

$ 2,987
26,026
36,686
2,469
2,052
70,220
38,724
7,521

The Company has recorded a valuation allowance to
reflect the estimated amount of deferred tax assets which
may not be realized due to the expiration of net operating
losses and tax credit carryforwards. The change in the
valuation allowance for the year ended June 30, 1993,
is as follows:

Balance at July 1 ,1992
Increase in nonutilization of net operating loss
carryforwards, tax credits and nonrecognition of
deferred tax asset due to uncertainty of recovery
Utilization of tax loss carryforwards
Balance at June 30,1993

(510)
113
$(5,258)

Prepaid Pension Costs
CURTISS-W RIGHT CORPORATION (DEC)
1992

1993
($ 000)

—

3,033
$119,498

(In thousands)
$(4,861)

Property, plant and equipment, net
Prepaid pension costs
Other assets

$71,430
24,062
5,228

$79,631
20,876
14,287

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL StATEMENTS

K (In Part): Incom e Taxes
The components of the net deferred tax asset as of June
3 0 , 1993, were as follows:

16 (In P art): Pension and R etirem ent Plans
The Corporation had pension credits in 1993, 1992 and 1991
of $3,020,000, $3,738,000 and $3,287,000, respectively, for
domestic plans and had foreign pension costs in 1993,1992
and 1991 under defined contribution retirem ent plans of
$170,000, $181,000 and $150,000, respectively. The funded
status of the Corporation’s domestic plans at December
3 1 , 1993, and at December 3 1 , 1992, are set forth in the
following table:

Deferred Tax
Assets Liabilities
(In thousands)
Postretirement benefits other
than pensions
Depreciation
Inventory
Marketing program expenses
State income taxes, net
Retirement plans
Employee benefits
Accrued liabilities
Other
Subtotal
Foreign net operating loss
carryforwards
Tax credit carryforwards
Alternative minimum tax
credit carryforwards
Total operating loss and tax credits
Valuation allowance
Net deferred tax assets
and liabilities

$ 9,529
—

648
310
—

1,898
1,462
660
671
15,178
1,677
3,581
372
5,630
(5,258)
$15,550

—

$5,067
—
—

494
—
—
—

55
5,616
—

—
—
—
—

$5,616

Total

$ 9,529
(5,067)
648
310
(494)
1,898
1,462
660
616
9,562
1,677
3,581
372
5,630
(5,258)
$9,934

(In thousands)
Actuarial present value of
benefit obligations:
Vested
Nonvested
Accumulated benefit obligation
Impact of future salary increases
Projected benefit obligation
Plan assets at fair value
Plan assets in excess of projected
benefit obligation
Unrecognized net gain
Unrecognized prior service cost
Unrecognized net transition asset
Prepaid pension cost

1993

1992

$120,718
1,662
122,380
2,194
124,574
187,462

$113,352
1,793
115,145
1,947
117,092
181,074

62,888
63,982
(26,501) (29,702)
40
91
(12,365) (13,495)
$ 24,062 $ 20,876
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At December 31, 1993, approximately 54% of the plans’
assets are invested in debt securities, including a small
portion in U.S. Government issues. Other plan assets are
invested in equity securities com prising approximately
40% with the rem ainder of the assets in cash equivalents.
GERBER PRODUCTS COMPANY (MAR)

Total Current Assets
Other Assets
Investments held by insurance operations
Deferred policy acquisition costs
Prepaid pension costs— Note M
Deferred income taxes
Miscellaneous other assets

1993
1992
($000)
$454,680 $490,682
101,822
57,055
54,754
2,824
47,335
263,790

87,678
46,260
48,709
28,854
211,501

Note M (In Part): Retirem ent and O ther B enefit Plans
The company and its subsidiaries have a number of non
contributory defined benefit plans covering a m ajority of
their employees. The benefits provided are generally
based upon years of service and the employees’ final
average earnings (as defined). The company’s objective
in funding these plans is to accumulate funds sufficient to
provide for all accrued benefits and to maintain a relatively
stable contribution level in the future.
The company also sponsors defined contribution retire
ment plans covering a m ajority of its employees. Com
pany contributions are based on employees’ earnings for
non-contributory plans and on a percentage of employee
contributions for contributory plans.
A summary of the composite of net periodic pension
credit for the defined benefit plans and the total contribu
tion charged to pension expense for the defined contribu
tion plans follows:
(Thousands of Dollars)
Defined benefit plans:
Service cost-benefits earned
during the period
Interest cost on projected
benefit obligation
Actual return on plan assets
Net amortization and deferral
Net pension credit for defined
benefit plans
Defined contribution plans

1993

1992

1991

$ 5,666

$ 6,017

$ 5,802

16,293
(22,692)
(5,263)

16,255
(47,261)
20,808

15,322
(4,831)
(20,738)

(4,445)
(5,996)
(4,181)
4,313
2,430
3,346
$(3,566) $ (835) $ (132)

The amounts recognized in the consolidated statements
of financial position at March 31 for the com pany’s
defined benefit plans, all of which have plan assets in
excess of their accumulated benefit obligations, are
presented below:
(Thousands of Dollars)
Actuarial present value of
benefit obligations:
Vested benefit obligation

1993

1992

$184,603

$176,904

Accumulated benefit obligation

$189,656

$184,736

Projected benefit obligation
Plan assets at fair value
Plan assets in excess of projected
benefit obligation
Unrecognized net experience gain
Unrecognized transition asset net
of amortization
Prepaid pension costs

$218,588
302,354

$219,309
294,876

83,766
(8,706)

75,567
(4.271)

(20,306) (22,587)
$ 54,754 $ 48,709

THE L.S. STARRETT COMPANY (JUN)

Total property, plant and equipment
Cost in excess of net assets acquired
(less accumulated amortization of
$2,034,000 and $1,696,000)
Prepaid pension cost
Other assets

1993
1992
($ 000)
$59,618 $61,683
9,205
12,870
441

9,703
11,356
432

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee B enefit Plans (In Part)
The Company has several pension plans, both defined
benefit and defined contribution, covering all of its domestic
and approximately half of its nondomestic employees. In
addition, certain dom estic employees participate in an
Employee Stock Ownership Plan (ESOP). Ninety percent
of the actuarially determ ined annuity value of their ESOP
shares is used to offset retirem ent benefits otherwise
due under the dom estic noncontributory defined benefit
pension plan. The total cost (benefit) of all such plans for
1993,1992 and 1991, considering the combined projected
benefits and funds of the ESOP as well as the pension
plans, was $(111,000), $(58,000) and $39,000, respectively.
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Under both dom estic and foreign defined benefit plans,
benefits are based on years of service and final average
earnings. Plan assets, including those of the ESOP,
consist prim arily of investment grade debt obligations,
marketable equity securities and approximately 1,000,000
shares of the Company’s common stock. The cost of
these defined benefit plans, including the ESOP, consists
of the following components (in thousands):

Cost of benefits earned during
current year
Interest on projected benefit
obligation
Actual return on assets
Net amortization and deferral

1993

1992

1991

$1,943

$1,748

$1,724

3,317
3,124
3,278
(8,929) (7,381) (2,978)
(2,319)
1,996
3,417
$ (445) $ (359) $ (256)

Property Held For Sale
ALLEGHENY LUDLUM CORPORATION (DEC)

Total Current Assets
Properties, plants and equipment— net
Cost in excess of net assets acquired
Investment in limited partnership
Deferred income taxes
Assets acquired from Athlone and
held for sale
Other assets
Total Assets

1992
1993
($000)
$ 469,788 $459,510
362,136
447,942
—
144,132
24,409
22,764
21,586
54,220
29,117
6,086
$1,174,049

_
3,544
$871,185

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The plans’ funded status at year-end is as follows
(in thousands):

Vested accumulated benefit
obligation
Nonvested accumulated benefit
obligation
Effect of future compensation
increases
Projected benefit obligation
Plan assets at fair market value
Funded status
Unrecognized portion of net assets
Prepaid pension cost

1993

1992

1991

$53,539

$53,940

$47,449

1,638

79

61

8,812
63,989
96,054
32,065
19,195
$12,870

11,086
65,105
90,786
25,681
14,325
$11,356

12,003
59,513
81,093
21,580
12,386
$ 9,194

Note 11— A cquisition
On November 10, 1993, the Company completed the
acquisition of Athlone Industries, Inc. Athlone, through its
subsidiary, Jessop Steel Company, was prim arily a
manufacturer of specialty steels in plate form . Athlone
shareholders received .84726 of a share of the Company’s
common stock for each share of Athlone common stock
as specified in the merger agreement. The Company
issued 5,153,376 shares of common stock in the trans
action valued at the average price of $21.01 per share or
$108,262,430. The transaction is being accounted for as a
purchase. The excess of the purchase price paid over the
value of net assets acquired w ill be amortized over 40
years on a straight-line basis. The prelim inary purchase
price valuation is subject to change when additional infor
mation concerning assets and liability values is obtained.
The results of Jessop are included in the consolidated
financial statements from the date of purchase.
Pro form a results, as if the transaction were completed
at the beginning of the year, are as follows:

Sales
Income before cumulative
effect of accounting change
Earnings per share

1993
$1,215,039,000

1992
$1,171,209,000

77,126,000
$1.09

56,224,000
$ .79

The pro form a presentation is not necessarily indicative of
either the results of operations that would have occurred
had the acquisition taken place at the beginning of the
period or of future results of the combined companies.
In addition to Jessop Steel, Athlone owns Green River
Steel Corporation and Reynolds Fasteners, Inc. The Com
pany has determined that these businesses do not meet
its strategic objectives and, therefore, has decided that
they would be held for sale. The recorded value for assets
held for sale represents management’s estim ate of net
realizable value and includes an allowance for estimated
losses until disposition which is not material in relation to
the Company’s results of operations.
Cash flows for 1993 do not include noncash items
related to the acquisition.
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COHERENT, INC. (SEP)

Total Current Assets
Property and Equipment
Accumulated Depreciation and Amortization
Property and equipment— net
Goodwill— net of accumulated amortization
of $2,949 in 1993 and $2,535 in 1992
Net Assets of Discontinued Operations
Other Assets

1993
1992
($000)
$144,257 $135,914
72,582
67,826
(33,976)
(34,747)
38,606
33,079
4,772
1,916
4,245
$193,796

5,030
6,356
2,913
$183,292

(In thousands)
Cash and short-term investments
Accounts receivable
Inventories
Other current assets
Notes payable
Accounts payable
Other current liabilities
Net current assets of discontinued operations

Property and equipment, net of
accumulated depreciation
Goodwill, net of accumulated amortization
Other assets
Net noncurrent assets of
discontinued operations

1993
1992
$
598
$ 137
4,204
—
7,091
___
92
—
(632)
—
(1.844)
—
(2,558)
$ 137 $ 6,951
$1,916
—
—

$1,916

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note 2. D iscontinued O perations
During fiscal 1993, the Company disposed of its Industrial
segment. The sale was recorded in three separate trans
actions. Effective June 2 6 , 1993, certain assets, liabilities
and the business of Coherent General, a m anufacturer
and developer of industrial laser products prim arily for the
automotive, electronics, aerospace and consum er indus
tries, located in Sturbridge, M assachusetts were sold to
Transfer Technology Group plc for cash and notes of
$4,222,000. Also effective June 2 6 , 1993, the net assets of
the industrial business of the Company’s subsidiary in
Hull, England were sold to Lumonics Ltd. for $4,281,000,
including $500,000 of minimum future royalties. Effective
August 31, 1993, the Company substantially completed
its disposition of the operating assets of the Industrial
segment when it sold the net assets of its Coherent
General subsidiary in Japan to Eimac Co., Ltd. for $132,000.
The loss on disposition of the segment has been
accounted for as discontinued operations and prior years’
financial statements have been restated to reflect the
discontinuation of the industrial segment. Revenues of
the Industrial segment for 1993, 1992 and 1991 were
$14,269,000, $23,214,000 and $28,476,000, respectively.
Included in other current liabilities is an accrual of
$3,337,000 for accrued costs directly associated with
disposing of the Industrial segment. The components
of net assets of discontinued operations on the Consoli
dated Balance Sheets are as follows:

$4,900
1,190
266
$ 6,356

The property and equipment, net at September 2 5 , 1993
represents the Company’s form er m anufacturing facility
in Sturbridge, Massachusetts which is being held for resale.
L.B. FOSTER COMPANY (DEC)
1993

1992

($ 000)

Total Current Assets
Property, Plant and Equipment at Cost
Property Held For Resale

$77,452
24,380
2,496

$73,922
27,560
-

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary

Significant Accounting Policies

Property, Plant and Equipment
Maintenance, repairs and m inor renewals are charged to
operations as incurred. Major renewals and betterments
which substantially extend the useful life of the property
are capitalized. Upon sale or other disposition of assets,
the cost and related accumulated depreciation and amor
tization are removed from the accounts and the resulting
gain or loss, if any, is reflected in income. Depreciation
and am ortization are provided based upon the estimated
useful lives principally under the straight-line method.
Leasehold improvements are am ortized over the lives of
the respective leases or the lives of the improvements,
whichever is shorter. Pile driving equipm ent held for rental
is classified as property, plant and equipm ent. Property
held for sale is stated at the lower of cost or estimated net
realizable value and includes certain facilities and land no
longer used in the Company’s operations.
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SUN COMPANY, INC. (DEC)

Total Current Assets
Investment in Coal Operations Held for Sale
(Note 2)
Investment in Real Estate Operations Held
for Sale (Note 2)

1993
1992
($ millions)
$1,277 $1,331
113

282

134

126

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part)

Investments in Operations Held for Sale
In January 1993, Sun decided to sell the assets of the
Company’s coal and cokemaking operations comprised
of Sun Coal Company and Elk River Resources, Inc. and
its subsidiaries (collectively, "S un C oal"). In connection
with this decision. Sun sold its western US. coal operations
during 1993 and continues to actively pursue the sale of its
remaining eastern U.S. coal and cokemaking operations.
In October 1991, the Company’s Board of Directors
approved a plan to dispose of the Company’s investment
in Radnor Corporation (“ Radnor” ), its wholly owned real
estate development subsidiary. In connection with this
plan, the Company is actively pursuing a program of con
trolled disposition.
Prior to the fourth quarter of 1993, coal and real estate
operations had been classified as discontinued operations
in the consolidated financial statements. In accordance
therewith, results of operations of Sun’s coal and real
estate businesses subsequent to their measurement
dates of December 31, 1992 and September 30, 1991,
respectively, had been excluded from the consolidated
statements of income. In November 1993, the Securities
and Exchange Commission issued Staff Accounting
Bulletin No. 93 which requires discontinued operations
that have not been divested w ithin one year of their meas
urement dates to be accounted for prospectively as
investments held for sale. As a result, pretax income (loss)
from Sun’s coal and real estate operations, which totalled
$(2) and $1 m illion, respectively, during the fourth quarter
of 1993, has been included as a single amount in income
from continuing operations. On an after-tax basis, income
from Sun’s coal and real estate operations totalled $2 and
$1 m illion, respectively, during the fourth quarter of 1993.
The following is a summary of results of operations
of these businesses prior to their measurement dates
as well as the estimated loss on disposition of real estate
operations:

(Millions of Dollars)
1992
Income from operations before credit
for income taxes
Credit for income taxes
Income from discontinued operations

1991
Loss from operations before credit
for income taxes
Credit for income taxes
Loss from operations*
Estimated loss on disposition before credit
for income taxes
Credit for income taxes
Estimated loss on disposition
Loss from discontinued operations

Coal

$ 1
(18)
$19

Real
Estate

$ $ -

Total

$

1
(18)
$ 19

$(21) $(188) $(209)
(82)
(63)
(19)
(2) (125) (127)

_

(223) (223)
(93)
(93)
—
(130) (130)
$ (2) $(255) $(257)
—

*Includes after-tax provision for write-down of assets to net realizable
value of $21 million in coal and $93 million in real estate.
Prior to their measurement dates, revenues from coal
operations totalled $356 and $377 million in 1992 and 1991,
respectively, while revenues from real estate operations
totalled $212 m illion in 1991.
The net assets and liabilities relating to the coal and real
estate operations held for sale have been segregated on
the consolidated balance sheets from their historic classi
fications to separately identify them as investments in
operations held for sale. Such amounts are summarized
as follows:

(Millions of Dollars)
Coal Operations
Accounts receivable
Inventories
Properties, plants and equipment
Other assets
Accounts payable and accrued liabilities
Retirement benefit liabilities
Other liabilities
Investment in coal operations held for sale

Real Estate Operations
Inventories
Properties, plants and equipment
Other assets
Nonrecourse financing
Recourse debt
Other liabilities (including Sun’s estimated
loss on disposition)
Investment in real estate operations held for sale

December 31,
1993 1992
$ 18 $ 27
27
29
175
355
32
36
(52)
(40)
(44)
(43)
(70)
(55)
$113 $282
$158 $211
374
594
49
49
(90) (109)
(324) (493)
(33) (126)
$134 $126
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As part of a restructuring of Radnor’s recourse debt obli
gations during 1992, the Company, through its wholly
owned subsidiary, The Claymont Investment Company,
has provided Radnor with a $100 m illion credit facility. As
of December 31, 1993, there was $23 m illion borrowed
against this facility. Amounts borrowed by Radnor under
this facility are not collateralized by any of its assets.
Radnor’s recourse debt obligations require that its
stockholder’s equity, w hich totalled $103 m illion at
December 31, 1993, equal at least $100 m illion. In the
event that Radnor’s stockholder’s equity declines below
this amount, the Company would have the option to make
a capital contribution to Radnor to avoid default by Radnor
on these obligations or to advance the remaining amount
available under the $100 m illion credit facility.
TEM TEX INDUSTRIES, INC. (AUG)

Total Current Assets
Other Assets
Assets Related To Discontinued Operations,
net of allowance for losses on disposition of
$75,000 at 1993 (Note I)

1993

1992

$9,599
520

$12,637
454

760

627

Debt Issue Costs
ETHAN ALLEN INTERIORS INC. (JUN)
1993
1994
($000)
$148,226 $144,640
166,875
174,899
4,292
1,572
5,718
4,697
59,106
60,821

Total current assets
Property, plant and equipment, net
Property, plant and equipment held for sale
Notes receivable, net of current portion
Intangibles, net
Deferred financing costs, net of amortization
of $424 and $14,231 at June 30,1993 and
1992, respectively
7,089
Other assets
4,927
Total assets
$396,233

21,909
4,595
$413,133

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): Summary o f S ignificant Accounting Policies

Deferred Financing Costs
Debt financing costs are deferred and am ortized, using
the interest method, over the term of the related debt.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note I— D iscontinued O perations
In 1993, management of the Company decided to discon
tinue the Company’s contract products segment. The
results of the contract products operations are included in
the Consolidated Statements of Operations under the
caption “ loss from discontinued operations’’ and include:

Net sales
Cost of goods sold
Loss from operations before
income taxes

1991
$ 56,000
219,000

1992
$ 9,000
235,000

$163,000

$226,000

Software Development Costs
JOSTENS, INC. (JUN)

1993

The m anufacturing facility, equipm ent and inventory have
been placed on the market to be sold.
At August 31, 1993 assets related to the discontinued
contract products operations were stated at estimated
realizable values and consisted principally of inventory
($529,000) and land, building and equipment, net of
accumulated depreciation ($173,000). An allowance of
$75,000 was established in fiscal 1993 to cover estimated
costs associated with the disposition of the assets.

Total Current Assets
Other Assets
Intangibles
Software development costs
Minority investments and other
Total Other Assets

1993
1992
($000)
$379,265
$408,270
42,005
49,524
23,659
115,188

55,352
37,878
21,792
115,022

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
Summary o f S ignificant Accounting Policies (In Part)

Software Development Costs
Jostens Learning Corporation, a wholly-owned subsidiary
of the Company, capitalizes software development costs
when project technological feasibility is established and
concluding when the product is ready for release.
Research and development costs related to software
developm ent are expensed as incurred. Softw are
development costs are amortized on the straight-line
method over a maximum of five years or the expected life
of the product, whichever is less. Am ortization of capital
ized software costs for June 3 0 , 1993,1992 and 1991 was
$10.9, $6.0 and $5.6 m illion, respectively. Accumulated
am ortization at June 3 0 , 1993, was $30.9 m illion.
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Other Noncurrent Asset Captions

MANATRON, INC. (APR)
1992
1993
$ 7,781,125 $ 8,604,873
Total current assets
1,376,069
1,514,267
Net property and equipment
Other assets:
Note receivable, less
current portion—
205,513
311,241
Installment notes receivable
147,276
198,193
Net investment in sales type leases
Computer software development
costs, net of accumulated
664,826
746,374
amortization
Goodwill, net of accumulated
440,295
551,213
amortization
310,867
426,737
Other, net
1,884,647
2,117,888
$11,413,280 $11,865,589
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Software Development Costs
The Company capitalized approximately $339,000, $312,000
and $254,000 of com puter software development costs
during fiscal 1993,1992 and 1991, respectively.
Am ortization of software development costs is com
puted using the straight-line method over the estimated
economic lives of the products which approximate five
years. Accum ulated am ortization was approxim ately
$1,285,000 and $1,026,000 as of April 3 0 , 1993 and 1992,
respectively. Am ortization expense was approximately
$259,000, $256,000 and $263,000 in fiscal 1993,1992 and
1991, respectively, and is included in cost of revenues in
the accompanying consolidated statements of income.
Research and development costs incurred to establish
technological feasibility were insignificant for fiscal 1993,
1992 and 1991, respectively, and have been expensed.
Substantially all of the Company’s research and develop
ment costs relate to com puter software development.

Segregated Funds
HAW KINS CHEM ICAL, INC. (SEP)

Other Assets:
Intangible assets— less accumulated
amortization: 1993, $113,211;
1992, $107,082
Insurance trust
Other
Total other assets

1993

1992

$ 131,934
1,453,714
130,323
1,715,971

$ 138,063
1,384,874
120,937
1,643,874

NOTES TO FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Insurance Trust
From October 1, 1985 through September 30, 1989, the
Company was self-insured for the risk of losses from
product liability. The Company deposited amounts in a
self-insurance trust account to fund any losses incurred
through September 30, 1989 (none have been incurred
since 1985). As of October 1, 1989, the Company has
obtained insurance coverage for product liability for up to
$1,000,000 in claim s made annually.
INTERNEURON PHARMACEUTICALS, INC. (SEP)

Total current assets
Restricted cash
Property and equipment, net
Notes receivable noncurrent

1993
$21,886,213
125,000
1,447,757
230,000
$23,688,970

1992
$17,497,822
50,000
695,784
—

$18,243,606

NOTES TO FINANCIAL STATEMENTS
E (In P art): Com m itm ents
In connection with its facilities lease agreements, the
Company has issued letters of credit to lessors in the
amount of $125,000. The letters of credit are collateralized
by C ertificates of Deposit totaling $125,000. Accordingly,
this restricted cash amount has been classified as a noncurrent asset.
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Advance Payments

CURRENT LIA B ILITIES

CHURCH & DWIGHT CO., INC. (DEC)

Total Current Assets
Property, Plant and Equipment (Net)
Note Receivable from Joint Venture
Equity investment in Joint Venture
Long-term Supply Contracts
Intangibles, principally Goodwill

1993
1992
($000)
$123,453 $115,975
122,195
106,494
11,000
11,000
16,557
17,982
4,929
5,575
3,607
4,019

Total Assets

$281,741

$261,045

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

Long-Term Supply Contracts
Long-term supply contracts represent advance payments
under certain m ulti-year contracts with suppliers of raw
materials. Such advance payments are applied over the
lives of the contracts.

Timber

Paragraphs 7 and 8 of Chapter 3A of Accounting Research
B ulletin No. 43, as amended by Statem ent o f Financial
Accounting Standards No. 6 and Statem ent o f Financial
Accounting Standards No. 78, discuss the nature of
current liabilities. Examples of the various types of current
liabilities follow.

SHORT-TERM DEBT
Table 2-20 lists the balance sheet captions used by the
survey companies to describe short-term notes payable,
loans payable, and commercial paper. Such short-term
obligations are financial instrum ents as defined in State
m ent o f Financial Accounting Standards No. 105. State
m ent o f F inancial A ccounting Standards No. 107, effective
for fiscal years ending after December 15,1992 for entities
with total assets exceeding $150 m illion, requires that the
fair value of short-term notes payable, loans payable, and
commercial paper be disclosed if it is practicable to
estimate fair value. 191 survey companies disclosed fair
value inform ation for short-term debt of which 174 stated
that fair value approximated carrying amount, 13 stated
that market quotes were used to estim ate fair value, and 4
either stated that it was not practicable to estimate fair
value or that discounted cash flows were used to estimate
fair value. Examples of short-term debt disclosures follow.

LOUISIANA-PACIFIC CORPORATION (DEC)
TABLE 2-20: SHORT-TERM DEBT

Total current assets
Timber and Timberlands, at cost less
cost of timber harvested
Property, Plant and Equipment, at cost:
Land, land improvements and logging roads,
net of road amortization
Buildings
Machinery and equipment
Construction in progress

1992
1993
($ millions)
$ 614.1 $ 539.1
673.5

531.2

143.8
211.1
1,631.6
126.3

137.8
209.8
1,521.5
75.6
1,944.7
(874.4)
1,070.3

2,112.8
Less allowance for depreciation
Net property, plant and equipment

(966.9)
1,145.9

NOTES TO FINANCIAL STATEMENTS
Tim ber
L-P follows an overall policy on fee tim ber that amortizes
tim ber costs over the total fiber available during the esti
mated growth cycle. Tim ber carrying costs, such as
reforestation and forest management, are expensed as
incurred. Cost of tim ber harvested includes not only the
cost of fee tim ber but also the am ortization of the cost of
long-term tim ber deeds.

1993

1992

1991

1990

69
147

83
142

88
153

81
150

104
64
26

97
62
35

103
60
35

121
58
38

Total Presentations..............

410

419

439

448

Number of Companies
Showing short-term debt..........
Not showing short-term debt__

368
232

376
224

382
218

386
214

Total Companies.................

600

600

600

600

Description
Notes or loans
Payee indicated.....................
Payee not indicated...............
Short-term debt or
borrowings..........................
Commercial paper...................
Other ....................................
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AM ERICAN BRANDS, INC. (DEC)

AIR PRODUCTS AND CHEMICALS, INC. (SEP)

1992
1993
($ millions)

1992
1993
($ millions)
Current Liabilities
Payables, trade and other
Accrued liabilities
Accrued income taxes
Short-term borrowings (Note 14)
Current portion of long-term debt
Total Current Liabilities

$425.5
196.1
17.8
145.4
89.2
874.0

$364.1
198.7
35.7
57.5
63.3
719.3

Current liabilities
Notes payable to banks
Commercial paper
Accounts payable
Accrued excise and other taxes
Accrued expenses and other liabilities
Current portion of long-term debt
Total current liabilities

$ 298.9
711.3
454.1
726.3
794.4

172.7

3,157.7

$ 247.1
433.4
339.6
884.0
740.4
144.2
2,788.7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Major A ccounting Policies

Fair Value of Financial instrum ents
in 1993, the company adopted Statement of Financial
Accounting Standards (SFAS) No. 107, “ Disclosures about
Fair Value of Financial Instruments,” which requires
disclosure of fair value inform ation about financial instru
ments, whether or not recognized in the balance sheet.
The fair value of the company’s debt, interest rate
hedge agreements, interest rate hedge and currency
swap contracts, currency swaps, foreign exchange con
tracts, and foreign currency options is based on estimates
using standard pricing models that take into account the
present value of future cash flows. The fair value of other
investments is based principally on quoted market prices.
The carrying amounts reported in the balance sheet for
cash and cash items, accrued liabilities, accrued income
taxes, and short-term borrowings approximate fair value
due to the short-term nature of these instruments.

Short-Term Borrowings and C redit F acilities
The estimated fair value of the Company’s $298.9 m illion
and $247.1 m illion of notes payable to banks and $711.3
m illion and $433.4 m illion of commercial paper at Decem
ber 31, 1993 and 1992, respectively, approximates the
carrying amounts due principally to their short maturity.
At December 3 1 ,1993, there was $44 m illion outstand
ing under committed bank credit agreements which pro
vide for unsecured borrowings of up to $444 m illion for
general corporate purposes, including acquisitions. Fees
of ⅛ % per annum are paid.
In addition, the Company had uncommitted bank lines
of credit which provide for unsecured borrowings for work
ing capital of up to $824 m illion, of which $253 m illion was
outstanding at year-end.

HILLENBRAND INDUSTRIES, INC. (NOV)

14 (In Part): Supplem entary Inform ation

30 September
Bank obligations
Commercial paper
Notes payable— other

1993
$ 52.5
75.0
17.9
$145.4

1992

1993

Short-Term Borrowings
The components of short-term borrowings are:
(In Millions)
1992
1991
$ 12.9
$ 1.5
41.1
147.6
14.9
10.4
$57.5
$170.9

The weighted average interest rate of short-term commer
cial paper outstanding as of 30 September 1993, 1992,
and 1991 was 3.3%, 3.5 % , and 5.5 % , respectively. The
maximum amount of short-term commercial paper at the
end of any month was $198.0 m illion in 1993, $197.1 m illion
in 1992, and $147.6 m illion in 1991. Average m onthly short
term commercial paper borrowings were $120.7 m illion at
a weighted average interest rate of 3.3% for 1993, $129.6
m illion at a weighted average interest rate of 4.4% for
1992, and $23.2 m illion at a weighted average interest rate
of 5.80% for 1991.

($ 000)

Current Liabilities;
Short-term debt (Note 3)
Current portion of long-term debt
Trade accounts payable
Income taxes:
Payable
Deferred
Accrued compensation
Accrued other taxes and expenses
Total current liabilities

$ 12,708
77,318
47,768

$42,119
6,844
48,015

25,664
(20,641)
61,814
85,397
290,028

34,057
(22,497)
52,238
93,644
254,420

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share data)
3 (In Part): Financing Agreem ents
Short-term debt consists of a non-interest bearing promis
sory note in the amount of $1,750 payable in 1994 and use
of various lines of credit maintained for foreign subsidi
aries totaling $10,958.
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5, D isclosure about Fair Value o f F inancial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments (other than Insurance investm ents which are
described in Note 9) for which it is practicable to estimate
that value:
The carrying amounts of cash and cash equivalents,
trade accounts receivable, other current assets, trade
accounts payable, and accrued expenses approximate
fa ir value because of the short m aturity of those
instruments.
The fair value of the Company’s debt is estimated
based on the quoted market prices for the same or sim ilar
issues or on the current rates offered to the Company for
debt of the same remaining m aturities. The estimated fair
values of the Company’s debt instrum ents are as follows:

Short-term debt
Long-term debt

November 27,1993
Fair
Carrying
Value
Amount
$ 12,674
$ 12,708
$203,206
$185,205

RUBBERM AID INCORPORATED (DEC)
1993
($000)
Current liabilities:
Notes payable (Note 7)
Long-term debt, current
Payables
Accrued liabilities
Total current liabilities

$ 12,783
2,519
116,401
127,611
259,314

1992

$ 18,413
5,304
99,618
99,911
223,246

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share am ounts)
1 (In Part): Summary o f S ignificant Accounting Policies

Financial Instruments
Financial instrum ents consist prim arily of investments in
cash, cash equivalents, m arketable securities, and
receivables and obligations under accounts payable
and debt instruments. The Company estimates the fair
value of financial instrum ents based on interest rates
available to the Company and by comparison to quoted
prices. At December 3 1 , 1993 and 1992, the fair value of
the Company’s financial instrum ents approximated the
carrying value.
7 (In Part): Notes Payable and Long-Term Debt
Notes payable includes $8,500 of variable rate industrial
revenue bonds at December 3 1 ,1993 and 1992. Although
the bonds mature in 2009, they are classified as short
term debt since annually the bondholders may elect to
continue their investment or return the bonds, at which
tim e they can be redeemed or resold.

SPECTRUM CONTROL, INC. (NOV)
1993
1992
($000)
Current liabilities
Short-term debt (Note 6)
Accounts payable
Accrued salaries and wages
Accrued interest
Accrued federal and state income taxes
Accrued other expenses
Current portion of long-term debt
Total current liabilities

$ 4,803
3,608
1,205
128
316
692
3,128
13,880

$ 4,235
1,896
1,089
118
—

771
3,256
11,365

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Short-Term Debt
At November 3 0 ,1993 and 1992, short-term debt included
$4,478,000 and $2,685,000, respectively, of borrowings
under a Line of Credit Agreement between the Company
and its principal lending institution (the “ Bank” ). Borrow
ings and required payments under the revolving credit
line are based upon an asset form ula involving accounts
receivable and inventories, with maximum borrowings
lim ited to $5,500,000. At November 3 0 ,1993, the Company
had additional borrowing availability of $1,022,000 under
the asset formula. The revolving credit line is collateralized
by substantially all of the Company’s tangible and intangi
ble property, with interest on all borrowings at 1% above
the Bank’s prevailing prime rate. On January 3 1 ,1994, the
Bank extended the expiration date of the revolving line of
credit to April 3 0 ,1995, increased the maximum borrowing
lim it to $6,000,000, and decreased the interest rate to .50%
above the Bank’s prevailing prime rate.
The Line of Credit Agreement contains certain negative
covenants. These negative covenants require the Company
to receive prior written approval from the Bank before the
Company perm its any additional encumbrances on its
assets, guarantees or incurs any additional indebtedness,
merges or consolidates with any entity, declares any
dividend on its stock, or makes any capital expenditures in
excess of designated amounts in any fiscal year. In
addition, the Line of Credit Agreement contains the follow
ing quarterly financial covenants: (a) the Company’s
tangible net worth must not be less than $7,500,000 plus
50% of annual net income, and (b) the Company’s cash
flow coverage ratio (consisting of operating cash flow
divided by capital expenditures and scheduled debt
service) must not be less than 1.00 to 1.00. At November
3 0 ,1993, the Company was in com pliance with ail of these
financial covenants.
In 1992, the Company obtained a revolving line of credit
from Murata Erie North America, Inc. (“ Murata Erie” ).
Under the term s of the loan agreement, borrowings and
required payments were based upon an asset form ula
involving accounts receivable, with interest on all borrow
ings at the prevailing prime rate. At November 30, 1992,
the Company had borrowed $321,000 under this financing
arrangement. On February 8, 1993, the Company and
Murata Erie agreed to cancel the line of credit arrange
ment and, accordingly, the outstanding borrowings of
$321,000 were repaid.

209

Current Liabilities

The Company’s wholly-owned foreign subsidiary main
tains unsecured Deutsche Mark lines of credit with
German financial institutions aggregating $893,000
(1,500,000 DM) at November 30, 1993, and $1,299,000
(2,000,000 DM) at November 3 0 ,1992. The Company had
borrowed $325,000 (546,000 DM) at November 30, 1993,
and $1,229,000 (1,894,000 DM) at November 30, 1992,
against these lines of credit. Borrowings under the lines of
credit bear interest at rates approximating the prevailing
prime rate and are payable upon demand.

TRADE ACCOUNTS PAYABLE
All the survey companies disclosed the existence of
amounts owed to trade creditors. As shown In Table 2-21,
such amounts were usually described as Accounts Pay
able or Trade Accounts Payable.
Fair value inform ation disclosed by the survey compa
nies consisted of 73 companies stating that the carrying
amount of trade payables approximated fair value. Such a
disclosure is not required by Statem ent o f Financial
Accounting Standards No. 107.

TANDEM COM PUTERS INCORPORATED (SEP)
____________________________________ 1993
1992
($000)
Current liabilities
Short-term borrowings
$ 15,080 $ 10,267
Accounts payable
145,378 131,830
Accrued liabilities
648,380 422,132
Current maturities of long-term obligations
53,384
66,332
Total current liabilities
862,222 630,561
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Short-Term Borrowings
Short-term borrowings consisted of notes payable of $15.1
m illion and $10.3 m illion at September 3 0 , 1993 and 1992,
respectively.
Notes payable generally consist of notes, bankers’
acceptances, and borrowings under uncommitted credit
lines at weighted average interest rates of 3.7 percent and
5.8 percent at September 3 0 ,1993 and 1992, respectively.
The carrying value of short-term borrowings approxi
mates fair values due to their short-term nature.
In 1993, the Company suspended its $200 m illion
commercial paper program. Borrowings under the com
mercial paper program were insignificant during 1993.
There were no borrowings under the commercial paper
program at September 3 0 , 1993 or 1992. See the Subse
quent Events Note to the Consolidated Financial Statements
regarding a new financing facility.

GENUINE PARTS COMPANY (DEC)
1993
($000)
Current Liabilities
Trade accounts payable
Current maturities on long-term debt
Accrued compensation
Accrued expenses
Dividends payable
Income taxes payable
Deferred income taxes
Total Current Liabilities

1992

$240,630
823
28,312
8,563
31,098
10,140
2,248
321,814

$258,949
797
30,883
18,222
32,933
10,167
1,521
353,472

MARION M ERRELL DOW INC. (DEC)
1993 1992
($ millions)
Current liabilities:
Accounts and notes payable
Income taxes payable
Associate compensation and incentive plans
Dividends payable
Current maturities of long-term debt
Other current liabilities
Total current liabilities

$ 686
—

76
69
25
445
1,301

$411
44
140
69
83
238
985

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TABLE 2-21: TRADE ACCOUNTS PAYABLE
Accounts payable...................
Trade accounts payable..........
Accounts payable combined
with accrued liabilities or
accrued expenses.................
Other captions........................
Total Companies................

1993
421
118

1992
418
122

1991
411
135

1990
396
107

45
16

44
16

37
17

81
16

600

600

600

600

8 (In Part): Selected Accounts Payable and
O ther C urrent L iabilities
At December 31, 1993, accounts payable includes $133
m illion in open positions in the Company’s trading securi
ties portfolio, com prised of repurchase agreements ($69
m illion), short positions ($43 m illion) and unsettled trades
($21 m illion). At December 31, 1992, accounts payable
included $65 m illion in funds received on short positions.
Market value of accounts payable approximates cost in
1993 and 1992.
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EMPLOYEE RELATED LIABILITIES
TABLE 2-22: EMPLOYEE RELATED LIABILITIES
Table 2-22 shows the nature of employee related liabilities
disclosed by the survey companies as current liabilities.
Examples of captions describing employee related liabili
ties follow.

AMERICAN TELEPHONE AND
TELEGRAPH COMPANY (DEC)
1993
1992
($ millions)
$ 4,694 $ 5,045
3,746
3,336

Accounts payable
Payroll and benefit-related liabilities
Postretirement and postemployment
benefit liabilities
Debt maturing within one year
Dividends payable
Other current liabilities
Total current liabilities

1,301
10,904
448
4,241

7,600
443
4,962

25,334

21,386

—

Number of Companies
1993 1992 1991 1990
Description
Salaries, wages, payrolls,
commissions ........................
Compensation..........................
Pension or profit-sharing
contributions..........................
Benefits ..................................
Compensated absences..............
Other......................................

292
188

297
178

292
175

295
173

83
72
17
33

86
45
18
39

77
29
16
33

73
33
17
33

Number of Companies
Disclosing employee related
liabilities...............................
Not disclosing............................

506
94

499
101

495
105

491
109

Total Companies...................

600

600

600

600

1993
($000)

1992

A.O. SMITH CORPORATION (DEC)

BRENCO, INCORPORATED (DEC)

Current Liabilities:
Accounts payable
Dividends payable
Pension
Compensated absences
Accrued liabilities
Income taxes payable
Environmental expenditures
Total Current Liabilities

1993

1992

$3,413,897
500,183
454,736
615,956
747,142
150,641
2,883,734
8,766,289

$2,375,877
493,018
120,203
552,181
885,572
—

3,195,600
7,622,451

Current Liabilities
Trade payables
Accrued payroll and pension
Postretirement benefit obligation
Accrued liabilities
Income taxes
Long-term debt due within one year
Finance subsidiary long-term debt due
within one year
Total Current Liabilities

$ 99,320
38,347
8,950
59,448
2,707
8,819

$ 62,106
29,803
8,332
57,752
840
6,406

5,598
223,189

6,401
171,640

THE TIMKEN COMPANY (DEC)
KNAPE & VOGT MANUFACTURING COMPANY (JUN)

Current Liabilities:
Accounts payable
Accruals:
Income taxes
Other taxes
Compensation
Retirement plan contributions
Miscellaneous
Current portion of long-term debt
Total Current Liabilities

1993

1992

$5,384,193

$5,743,428

—

961,753
2,076,060
1,067,610
657,078
—

10,146,694

655,679
893,623
2,019,636
803,800
564,824
3,000,000
13,680,990

1993
($000)
Current Liabilities
Accounts payable and other liabilities
Accrued pension contributions
Accrued postretirement benefits cost
Salaries, wages and payroll taxes
Commercial paper
Short-term debt
Income taxes
Current portion of long-term debt
Total Current Liabilities

$221,265
11,377
24,330
60,680
62,907
32,129
19,443
282
432,413

1992

$167,388
12,523
-0 57,047
71,730
64,423
6,468
10,885
390,464
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INCOME TAX LIABILITY

TABLE 2-24: CURRENT AMOUNT OF LONG-TERM DEBT

Table 2-23 summarizes the descriptive balance sheet
captions used to describe the current liability for income
taxes.
TABLE 2-23: CURRENT INCOME TAX LIABILITY
Income taxes........................
Taxes— type not specified.........
Federal and state
income taxes .....................
Federal, state, and foreign
income taxes .....................
Federal income taxes..............
U.S. and foreign
income taxes ....................
Federal and foreign
income taxes ....................
Other captions......................
No current income
tax liability..........................
Total Companies............... ...

1993
340
45

1992
341
44

1991
347
44

1990
358
36

21

22

19

23

8
7

9
11

9
12

8
14

6

7

8

9

6
16

5
16

10
13

4
20

151

145

138

128

600

600

600

600

Number of Companies
1993 1992 1991 1990
Current portion of
long-term debt......................
Current maturities of
long-term debt......................
Long-term debt due or payable
within one year......................
Current installment of
long-term debt......................
Current amount of
long-term leases....................
Other captions.........................

227

218

221

211

192

191

201

198

47

53

50

52

28

35

33

35

47
12

44
4

47
10

46
11

DEAN FOODS COMPANY (MAY)
1992

1993
($ 000)

Current Liabilities:
Current installments of long-term
obligations
Accounts payable and accrued expenses
Dividends payable
Federal and state income taxes

$ 2,351 $ 3,448
193,571 199,224
5,953
5,537
5,834
5,193

Total current liabilities

207,709

213,402

1994

1993

CURRENT AMOUNT OF LONG-TERM DEBT
KMART CORPORATION (JAN)
Table 2-24 summarizes the descriptive balance sheet
captions used to describe the amount of long-term debt
payable during the next year.
ACM E-CLEVELAND CORPORATION (SEP)
1993

1992

($000)
Current Liabilities
Payable to banks
$ 2,758
Current portion of long-term debt
1,041
Accounts payable
7,948
Other accrued expenses
7,003
Advance payments from customers
988
Accrued compensation
15,707
Other accrued taxes
1,895
Income taxes payable
2,476
Current liabilities of discontinued operations
518
Total Current Liabilities
40,334

$ 2,445
1,140
7,610
7,287
2,484
13,853
1,885
2,631
501
39,836

($ millions)
Current Liabilities:
Long-term debt due within one year
Notes payable
Accounts payable— trade
Accrued payrolls and other liabilities
Taxes other than income taxes
Income taxes
Total current liabilities

$

390
918
2,763
1,347
271
35
5,724

$

117
590
2,959
1,215
368
246
5,495

STONE CONTAINER CORPORATION (DEC)
1993

1992

($ millions)
Current liabilities:
Notes payable
Current maturities of senior and subordinated
long-term debt
Current maturities of non-recourse debt of
consolidated affiliates
Accounts payable
Income taxes
Accrued and other current liabilities
Total current liabilities

$

-

$ 33.0

22.6

144.7

290.5
297.1
47.6
285.7
943.5

40.1
364.2
62.2
300.6
944.8
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NOTES TO CO N SOLIDATED FINANCIAL STATEMENTS

OTHER CURRENT LIABILITIES

10 (In Part): Long-Term Debt
Emerging Issues Task Force Issue No. 86-30, “ Classifica
tion of Obligations When a Violation is Waived by the
Creditor,” requires a company to reclassify long-term debt
as current when a covenant violation has occurred at the
balance sheet date or would have occurred absent a loan
m odification and it is probable that the borrower w ill not be
able to com ply with the same covenant at measurement
dates that are within the next twelve months. In November
1993, Stone Savannah River received a waiver of its fixedcharges-coverage covenant requirement as of December
3 1 ,1993 and March 3 1 ,1994. Management has prepared
projections that indicate that upon the expiration of the
waiver Stone Savannah River w ill not be in com pliance
with this covenant as of June 30, September 30, and
December 3 1 , 1994. Consequently, approximately $237.9
m illion of Stone Savannah River debt that otherwise
would have been classified as long-term has been classi
fied as current in the December 31, 1993 consolidated
balance sheet. Stone Savannah River intends to seek,
prior to June 10, 1994, appropriate financial covenant
waivers or amendments from its bank group, although no
assurance can be given that such waivers or amendments
w ill be obtained. Any such failure to obtain covenant relief
would result in a default under Stone Savannah River’s
credit agreement and other indebtedness and, if any such
indebtedness was accelerated by the holders thereof, the
lenders to the Company under the C redit Agreements
and various other of the Company’s debt instrum ents w ill
be entitled to accelerate the indebtedness owed by
the Company.

TABLE 2-25: OTHER CURRENT LIABILITIES
Number of Companies
1993 1992 1991 1990
Estimated costs related to
discontinued operations.........
Taxes other than Federal
income taxes ......................
Interest..................................
Dividends payable.....................
Insurance ...............................
Customer advances, deposits ...
Warranties.............................
Deferred revenue.....................
Advertising.............................
Deferred taxes........................
Environmental costs.................
Billings on uncompleted
contracts.............................
Due to affiliated companies.......
Other— Described.....................
N/C— Not Compiled.__________

142

114

91

88

132
121
82
75
58
54
47
44
42
39

138
137
88
79
49
51
48
40
33
27

149
139
84
83
54
48
53
33
34
23

150
140
83
78
58
48
47
27
44
N/C

31
24
101

28
14
100

25
19
104

25
14
103

Table 2-25 summarizes other identified current liabilities.
The most common types of other current liabilities
are taxes not com bined w ith federal income taxes,
accrued interest payable, and costs related to discon
tinued operations.

Costs/Liabilities Related To
Discontinued Operations
ACETO CORPORATION (JUN)
1992

1993

($000)
Current liabilities:
Drafts and acceptances payable
Current installments on long-term debt
Accounts payable
Accrued merchandise purchases
Accrued compensation
Accrued plant shut-down costs (Note 9)
Other accrued expenses
Income taxes payable
Total current liabilities

$

636
250
2,065
7,863
3,414
2,845
3,024
1,019
21,116

$ 1,377
250
3,672
9,513
3,292
—

2,385
1,390
21,879

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
ft Plant Shut-Down Costs
In January 1993 the Company announced that it had
entered into an agreement w ith Dixie Chemical Company
Inc. of Houston, Texas, under which Aceto sold to Dixie the
technology and processes of certain products produced
by its m anufacturing subsidiary, Arsynco, Inc. As part of
the consideration, Aceto received an exclusive sales
agency contract for each product. Arsynco discontinued
operations during the early part of fiscal 1994 and is
preparing the property for sale. As a result, the Company
has taken a charge to operations of $7,491 of which $7,467
was recorded in the quarter ended December 31, 1992
and the balance in the quarter ended June 30, 1993.
These charges cover the write-down of m achinery and
equipm ent to estimated realizable value, severance pay
ments to approximately 90 employees, com pliance with
environmental regulations and maintenance of the prop
erty after shut-down. At June 3 0 ,1993 accrued plant shut
down costs included the following:
Environmental compliance
Severance pay
Property maintenance
Total

$1,500
945
400
$2,845
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SCOTT PAPER COMPANY (DEC)

DREXLER TECHNOLOGY CORPORATION (MAR)

1992
1993
($ millions)

1992 1993
($000)
Current liabilities:
$ 50 $ Current portion of capital lease obligations
224
194
Accounts payable
236
128
Accrued payroll costs
165
119
Advance payments from customers
77
183
Current liabilities related to discontinued operations
121
203
Other accrued liabilities
639
1,061
Total current liabilities
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): D iscontinued O perations
In the fourth quarter of fiscal 1993, the Company closed its
Precision Photoglass, Inc. subsidiary, a m anufacturer of
photoplates for the sem iconductor industry. The Com
pany does not expect to incur material expenses in the
disposal of the subsidiary’s assets.

Liabilities as of March 31 related to discontinued opera
tions consist of the following (in thousands);

Accounts payable
Accrued payroll
Accrued liabilities
Provision for losses

1992
$ 62
17
4
100
$183

1993
$ 6

1
70
$77

LABARGE, INC. (JUN)
1993
Current liabilities:
Short-term borrowings
$ 3,700,000
Current maturities of long-term debt
2,344,456
Trade accounts payable
7,255,636
Accrued employee compensation
1,458,326
Accrued taxes other than income
282,194
Other accrued liabilities
558,058
Accrued income taxes
59,100
—
Preferred dividends payable
Current liabilities from discontinued
operations
75,000
Total current liabilities
15,732,770

1992
$ 2,900,200
1,670,519
9,534,219
1,471,525
341,092
545,664
34,940
18,108
342,649
16,858,916

Current liabilities
Payable to suppliers and others
Accruals for restructuring programs
Current maturities of long-term debt
Accrued taxes on income

$ 891.5
639.0
180.2
59.1
1,769.8

$ 998.1
207.8
255.3
54.3
1,515.5

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. R estructuring and P roductivity Im provem ent
In 1993 and 1991 the Company recorded charges of
$489.6 m illion and $249.1 m illion, respectively, prim arily
for restructuring and productivity Improvement programs.
The 1993 charge included the estimated effect of further
work force reductions as well as the actions to realign and
shut down some older and inefficient tissue producing
and converting assets in the personal care and cleaning
business. Actions also w ill be taken to consolidate and
sim plify the Company’s coated papers business. W hile
the accrued liability for these programs is shown as a
current liability, a portion of the cash outflows for the
above actions initiated in 1994 w ill occur in 1995 and 1996.
The Company’s Mexican affiliate is also restructuring its
operations. See Note 8.
The 1991 charge included provisions for the planned
sale of certain nonstrategic businesses. As a result of the
decision to sell these businesses, their anticipated opera
ting results through the estimated date of sale were
included as part of the 1991 divestm ent charge. During
1993, the Company decided to restructure, rather than
sell, one of these businesses. As a result of this decision,
the consolidated statem ent of operations has been
reclassified to include the operating results of this business
for all periods presented. This reclassification did not
affect the previously reported amounts of net income or
earnings per share. The 1991 net charge also included
a gain of $51.1 m illion on the sale of the Company’s
Japanese affiliate.
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SPRINGS INDUSTRIES, INC. (DEC)

Current Liabilities:
Short-term borrowings
Current maturities of long-term debt
Accounts payable
Accrued incentive pay and benefit plans
Accrued restructuring costs
Other Accrued liabilities
Total current liabilities

CONSOLIDATED PAPERS, INC. (DEC)
1993

1992

$61,420
20,511
73,640
33,928
10,317
73,194
273,010

$ 46,014
20,943
79,164
24,224
13,743
90,726
274,814

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3. R estructuring Plan
In 1990, Springs recorded a $70.0 m illion charge ($43.9
m illion after taxes, or $2.46 per share) for the estimated
cost of converting certain finished fabrics m anufacturing
facilities to home furnishings production, consolidating
and further reducing the Company’s m anufacturing oper
ations and o ffe rin g ea rly retirem ent to q u a lifyin g
employees. The process of conversion and consolidation
is designed to further modernize Springs’ textile opera
tions and to decrease capacity of certain m anufacturing
operations. Management believes that its plan w ill not be
fully implemented until 1994.

1993
($000)
Current Liabilities
Current maturities of long-term debt
Accounts payable
Payroll and employee benefits
Income taxes
Property taxes
Other current liabilities
Total current liabilities

$ 50,000
33,352
39,351
—

8,983
13,999
145,685

1992

$ 50,000
39,653
29,890
5,207
8,878
24,305
157,933

KERR-M cGEE CORPORATION (DEC)
1993
1992
($ millions)
Current Liabilities
Short-term borrowings
Accounts payable
Long-term debt due within one year
Taxes on income
Taxes, other than income taxes
Accrued liabilities
Total Current Liabilities

$265
328
43
1
39
111
787

$170
360
9
22
37
109
707

1994
($000)

1993

THE PENN TRAFFIC COMPANY (JAN)

Taxes Other Than Federal Income Taxes
CPC INTERNATIONAL INC. (DEC)
1992
1993
($ millions)
Current liabilities
$ 200.4
Loans payable— banks
Other notes and drafts payable
174.6
352.9
Accounts payable
Accrued expenses;
Accrued compensation
50.7
Accrued advertising and other
567.2
Taxes payable other than taxes on income
45.5
144.2
income taxes
47.9
Dividends payable
1,583.4
Total current liabilities

$ 272.0
224.8
381.4
50.5
539.5
44.9
147.3
45.2
1,705.6

Current Liabilities;
Current portion of obligations under
capital leases
Current maturities of long-term debt
Trade accounts and drafts payable
Payroll and other accrued liabilities
Accrued interest expense
Accrued employee benefit costs
Payroll taxes and other taxes payable
Deferred Income taxes— current

$ 8,773
4,208
183,967
73,579
28,690
449
18,901
24,669
343,236

$ 7,984
3,311
192,004
64,076
25,490
3,325
17,437
27,034
340,661

SARA LEE CORPORATION (JUN)

Notes payable
Accounts payable
Accrued liabilities;
Payroll and employee benefits
Advertising and promotion
Taxes other than payroll and income
Income taxes
Other
Current maturities of long-term debt
Total current liabilities

1992
1993
($ millions)
$ 843 $ 154
1,110
1,151
429
282
179
50
909
426
4,269

408
214
182
4
991
237
3,300
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INGERSOLL-RAND COMPANY (DEC)

Insurance

1992

1993

BIC CORPORATION (DEC)

($000)
1992

1993

($000)
C urrent Liabilities:
Bank Borrowings
Accounts Payable— Trade and O ther
Accrued Expenses:
Federal and State Incom e Taxes
Insurance
Payroll and Payroll Taxes
O ther
Total C urrent Liabilities

$ 6,731
21,179

$ 7,677
21,739

8,085
22,739
6,108
23,911

11,752
21,164
6,025
22,233

88,753

90,590

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Accrued Expenses— Insurance
Accrued expenses— insurance represents the estimated
costs of known and anticipated claim s under the Corpora
tion’s product liability (principally relating to its lighters)
and workers’ compensation insurance policies. For each
claim, the Corporation m aintains self-insurance up to the
estimated amount of the probable claim or the amount of
the deductible, whichever is lower. At each financial
reporting date, probable claim amounts, individually or in
aggregate, were not expected to m aterially exceed the
deductible. Claims are generally settled w ithin five years
of origination.

C urrent lia b ilitie s:
Accounts payable and accruals
Loans payable
C ustom ers’ advance paym ents
Incom e taxes

$

762,387
206,939
24,23 1
30,767

$

1,024,324

823,122
201,337
17,839
37,517
1,079,815

J O S T E N S , IN C . (J U N )
1992

1993

($000)
Current Liabilities
Accounts payable
Salaries, wages and com m issions
C ustom er deposits
O ther accrued lia b ilitie s
D ividends payable
Incom e ta xes
Current m aturities on long-term debt
Total C urrent Liabilities

$ 54,230
33,643
34,621
66,165
9,993
(414)
494
198,732

$ 48,634
17,581
32,413
29,199
8,640
19,966
23,923
180,356

Product Warranties
CHAM PION ENTERPRISES, INC. (DEC)
1992

1993

($000)

Advances/Deposits
GENEVA STEEL COMPANY (SEP)
1993

1992

($000)
Current Liabilities:
Accounts payable
Accrued payroll and related taxes
Accrued lia b ilitie s
Production prepaym ents
Accrued interest payable
Accrued pension and p ro fit sharing costs
Total current lia bilities

$52,982
8,578
11,810
10,000
1,533
1,110

$33,878
7,924
7,067
5,999
1,504
675

86,013

57,047

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Production Prepayments
The Company has production prepayment term s with a
major customer. The prepayment is recorded as a produc
tion prepayment until the product is shipped, at which
tim e the sale is recorded.

C urrent Liabilities:
A m ount due w ith in one year on
long-term debt
Accounts payable
Accrued dealer discounts
Accrued w arranty obligations
Accrued com pensation and payroll taxes
Accrued insurance
O ther lia b ilitie s
Total curre nt lia bilities

$

406
15,205
9,679
5,332
5,776
2,438
3,628
42,464

$

418
12,875
7,498
5,015
4,142
2,100
4,547
36,595

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

W arranty Obligations
The Company provides the retail consum er w ith a
12-month warranty from the date of retail purchase. Esti
mated warranty obligations are provided at the tim e of
sale of the Company’s products.
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Deferred Revenue

THE TORO COMPANY (JUL)
1993
($ 000)
Current liabilities:
Current portion of long-term debt
Accounts payable
Accrued warranty
Accrued marketing programs
Accrued restructuring
Accrued payroll
Other accrued liabilities
Accrued and deferred income taxes
Total current liabilities

15,000
28,786
26,995
20,552
9,637
4,994
42,472
1,824
150,260

1992
DOW JONES & COMPANY, INC. (DEC)

27,596
24,712
21,092
17,650
6,635
24,313
89
122,087

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS

1993
($000)
Current Liabilities:
Accounts payable— trade
Accrued wages, salaries and commissions
Profit sharing and other retirement plan
contributions payable
Other payables
Federal and state income taxes
Unearned revenue (Note 1)
Current maturities of long-term debt
Total current liabilities

1992

$ 69,032
46,883

$ 63,479
46,746

35,122
53,524
56,739
204,220
5,318
470,838

32,673
65,573
56,926
191,754
5,318
462,469

1 (In Part): Summary o f S ignificant Accounting Policies

Accrued W arranty
The company provides an accrual for future warranty
costs based upon the relationship of prior years’ sales to
actual warranty costs.
VENTURIAN CORP. (DEC)
1992

1993
($ 000)

Current liabilities:
Bank overdraft
Current maturities of long-term debt
Accounts payable
Advances from customers
Accrued liabilities:
Payroll and related benefits
Warranty
Other
Total current liabilities

$

360
380
4,290
5,673

540
1,082
1,174
13,499

$

505
523
5,825
1,015

677
1,071
1,579
11,195

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): S ignificant Accounting Policies

W arranties
The company records a warranty accrual at the tim e of
sale for estim ated claim s, based on actual claim s
experience. The warranty for Napco’s products generally
is for defects in material and workmanship for a period of
one year. The warranty for PC Express’ products covers
parts and labor for a period of five years and on-site serv
ice w ithin the M inneapoiis/St. Paul metropolitan area for
one to five years. It is the company’s practice to classify
the entire warranty accrual as a current liability.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies
Unearned Revenue is recorded as earned, pro rata on a
m onthly basis, over the life of subscriptions. Costs in con
nection w ith the procurem ent of subscriptions are
charged to expense as incurred.

HERITAGE MEDIA CORPORATION (DEC)
1993
1992
($000)
Current liabilities:
Current installments of long-term debt
Accounts payable
Accrued expenses
Broadcast program rights payable
Deferred advertising revenues
Total current liabilities

$ 2,076
14,299
32,592
2,188
17,338
68,493

$ 960
11,814
29,649
2,751
14,009
59,183

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): B arter Transactions
The Company exchanges unsold advertising tim e for
products and services. These transactions are reported at
the estimated fair market value of the product or service
received. Barter revenues are recorded when the com
mercials are broadcast and barter expenses are recorded
when m erchandise or services are used. If merchandise
or services are received prior to the broadcast of a
commercial, a liability is recorded. Likewise, a receivable
is recorded if a commercial is broadcast before the goods
or services are received. Barter amounts are not signifi
cant to the Company’s consolidated financial statements.
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INTERNATIONAL POWER MACHINES
CORPORATION (DEC)
1992

1993
($ 000)

Current liabilities:
Notes payable and current maturities of
long-term debt
Trade accounts payable
Accrued liabilities
Deferred revenue on maintenance agreements
Total current liabilities

$

■ $ 3,496
2,709
1,988
2,266
2,128
2,758
2,574
7,733
10,186

Note 3. Deferred Gain on Sale and Leaseback
In fiscal 1988, under a sale and leaseback agreement, the
Company sold its principal operating facility in M elville,
New York for approximately $11 m illion and leased it back
under a ten-year lease agreement. The transaction
produced a gain of $3,321,000 which was deferred and is
being amortized over the ten-year lease period.

Advertising
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
THE QUAKER OATS COMPANY (JUN)

1 (In Part): Summary o f S ignificant Accounting Policies

Revenue Recognition
Sales of products and services are recorded based on
shipment of products or performance of services. Revenue
from maintenance contracts is deferred and recognized
over the period of the agreement.
NATIONAL EDUCATION CORPORATION (DEC)
1993

1992

($000)
Current Liabilities:
Accounts payable
Accrued expenses
Accrued salaries and wages
Accrued restructuring expenses
Deferred contract revenues
Current portion of long-term debt
Accrued and deferred income taxes
Total current liabilities

$ 8,635
42,351
8,726
12,282
16,425
607
3,149
92,175

($ millions)
Current Liabilities:
Short-term debt
Current portion of long-term debt
Trade accounts payable
Accrued payroll, pension and bonus
Accrued advertising and merchandising
Income taxes payable
Other accrued liabilities
Total Current Liabilities

$ 128.0
48.9
391.6
161.3
130.6
33.7
211.0
1,105.1

$

61.0
57.9
420.2
147.0
120.2
82.6
198.6
1,087.5

$ 9,781
41,727
8,301
—

25,237
1,413
6,188
92,647

Environmental Costs
COOPER INDUSTRIES, INC. (DEC)
1993

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies

Deferred Contract Revenues
Deferred contract revenues represent the portion of train
ing contract payments and student tuition received in
advance of services being performed.

1992

($ millions)
Current Liabilities:
Short-term debt
Accounts payable and accrued liabilities
Accrued income taxes
Current maturities of long-term debt

$
99.7 $ 200.2
1,323.6 1,347.4
117.3
45.4
161.9
56.9
1,702.5
1,649.9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

VICON INDUSTRIES, INC. (SEP)
1993
Current Liabilities:
Notes payable— bank
Current maturities of long-term debt
Accounts payable
Accrued wages and expenses
Income taxes payable
Deferred gain on sale and leaseback
Total current liabilities

1992

1993

$

229,679
6,941,493
1,293,661
22,843
332,100
8,819,776

1992
$

17,115
241,000
4,685,474
1,213,535
27,768
332,100
6,516,992

Note 1 (In Part): Summary o f M ajor Accounting Policies

Environmental Remediation and Compliance
Environmental remediation costs are accrued, except to
the extent costs can be capitalized, based on estimates of
known environmental remediation exposures. Environ
mental com pliance costs include m aintenance and
operating costs with respect to pollution control facilities,
cost of ongoing monitoring programs and sim ilar costs.
Such costs are expensed as incurred. C apitalized
environmental costs are depreciated generally utilizing a
15-year life.
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Note 7: Accounts Payable and Accrued L iabilities

(Millions)
Trade accounts and accruals
Salaries, wages and related fringe benefits
Product and environmental liability accruals
Contributions payable under employee
benefit plans
Estimated costs of facility relocation,
restructuring and other nonrecurring items
Other (individual items less than 5% of total
current liabilities)

December 31,
1993
1992(1)
$ 673.1 $ 718.0
154.8
178.0
121.2
111.8
66.7

63.7

176.9

138.6

130.9
$1,323.6

137.3
$1,347.4

(1) Certain amounts have been reclassified to provide a consistent
presentation.
At December 3 1 ,1993, Cooper had accruals of $36.5 m il
lion ($39.4 m illion at December 31, 1992) with respect to
potential product liability claim s and $84.7 m illion ($72.4
m illion at December 31, 1992) with respect to potential
environmental liabilities based on the Company’s current
estimate of the most likely amount of losses that it believes
w ill be incurred.
Of the $36.5 m illion of product liability accruals, $20.1
m illion relate to known claim s with respect to continuing
operations, $9.1 m illion relate to known claim s for opera
tions that are no longer a part of Cooper and $7.3 m illion
relate to a minimum estimate of claim s that have been
incurred but not yet reported. W hile Cooper is generally
self-insured with respect to product liability claim s, the
Company had insurance coverage for individual 1993
claim s beyond $1 m illion for oilfield equipm ent and $3 m il
lion for other products. Insurance levels have varied from
year to year as the Company has grown. The recorded
product liability accruals are net of amounts covered
under insurance policies.
Of the $84.7 m illion of environmental liability accruals,
$33.6 m illion relate to sites owned by Cooper and $51.1
m illion relate to sites either previously owned by Cooper
but where Cooper has retained the environmental liability,
or third-party sites where Cooper was a contributor. Thirdparty sites usually involve m ultiple contributors where
Cooper’s liability w ill be determined based on an estimate
of Cooper’s proportionate responsibility for the total
cleanup. The amount actually accrued for such sites is
based on these estimates as well as an assessment of
the financial capacity of the other potentially responsible
parties. Environmental liabilities are not generally subject
to insurance recovery and, therefore, the amount by which
the accrual has been reduced for insurance coverage is
sm all. In addition, the Company has capitalized a total
of $23.3 m illion with respect to environmental matters
with an undepreciated net book value of $20.6 m illion at
December 3 1 ,1993 ($18.0 m illion at December 3 1 , 1992).
It has been the Company’s consistent practice to
include the entire accrual for these liabilities as a current
liability although only approximately 10-20% of the bal
ance w ill be spent on an annual basis. The annual effect
on earnings for product liability is essentially equal to the
amounts disbursed. In the case of environmental liability,

the annual expense is considerably sm aller than the dis
bursements, since the vast majority of the Company’s
environmental liability has been recorded in connection
with acquired companies. The change in the accrual
balance from year to year reflects not only this normal
expensing and funding but also the effect of acquisitions
and divestitures.
In establishing its accruals for both product liability and
environmental liability, the Company has not utilized any
form of discounting. W hile both product liability and
environmental liability accruals involve estimates that can
have wide ranges of potential liability, Cooper has taken a
proactive approach and has managed the costs in both of
these areas over the years such that the actual liabilities,
absent law changes, have generally been lower than the
estimates. Cooper does not believe that the nature of its
products, its production processes, or the m aterials or
other factors involved in the m anufacturing process,
subject the Company to unusual risks or exposures for
product or environm ental liability. Cooper’s greatest
exposure to inaccuracy in its estimates is with respect to
the constantly changing definitions of what constitutes an
environmental liability or an acceptable level of cleanup.
See “ Environmental Remediation and Compliance’’
under Note 1 for additional inform ation.

Bank Overdraft
AMERICAN BUILDING M AINTENANCE
INDUSTRIES, INC. (OCT)

Notes payable
Current portion of long-term debt
Bank overdraft
Trade accounts payable
Income taxes payable
Accrued liabilities:
Compensation
Taxes— other than income
Insurance claims
Other
Total current liabilities

1993
1992
($000)
$ 1,301
$
682
61
—
4,231
14,538
17,863
1,176
3,203
16,695
8,474
25,608
13,564
90,320

15,249
5,817
25,609
12,909
76,660

NOTES TO FINANCIAL STATEMENTS
Note 5a (In Part): Short-Term Debt and Lines o f C redit
As a result of maintaining a consolidated cash management
system, the Company m aintains overdraft positions at
certain banks. Such overdrafts are included in current lia
bilities. The overdraft at October 3 1 ,1993 was $4,231,000.
The Company was not in an overdraft position at October
31,1992.
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C urrent Liabilities

Securities Sold Under Repurchase Agreements

Litigation Settlement

CBS INC. (DEC)

COEUR D’ALENE MINES CORPORATION (DEC)
1992

1993

($ millions)
Current liabilities:
Accounts payable
Accrued salaries, wages and benefits
Liabilities for talent and program rights
Liabilities for securities sold under
repurchase agreements (Note 1)
Debt
Other
Total current liabilities

$

33.4
72.6
317.4
374.7
.9
239.9
1,038.9

$

35.7
61.4
245.5
308.7
13.0
453.0
1,117.3

Current Liabilities
Accounts payable
Accrued liabilities
Accrued interest payable
Accrued salaries and wages
Accrued litigation settlement
Accrued environmental settlement
Mine closure
Current portion of obligations under
capital leases
Total Current Liabilities

1993

1992

$ 1,946,273
5,265,232
2,008,851
2,898,486
5,875,000
1,230,000
494,800

$1,507,857
1,501,943
2,094,313
2,560,571

1,899,771
21,618,413

1,775,334
9,837,633

—
—

397,615

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Statem ent o f S ignificant Accounting Policies

Cash Equivalents and Marketable Securities
The Company considers ail highly liquid debt instrum ents
purchased with a m aturity of three months or less, includ
ing accrued interest thereon, to be cash equivalents.
Marketable securities include U.S. Treasury notes, money
market instruments, tax-exempt securities and corporate
securities. The Company also enters into agreements to
sell and repurchase certain of these securities. Due to the
agreements to repurchase, the sales of these securities
are not recorded. Instead, the liabilities to repurchase
securities sold under these agreements are reported as
current liabilities and the investments acquired with the
funds received are included in cash equivalents and/or
short-term marketable securities.

As of December 31, 1993, securities sold and the cor
responding liabilities (both including accrued interest)
under repurchase agreements were as follows (in millions):

Maturity Carrying Market
Term Amount Value
U.S. Treasury notes up to 30 days $281.6 $302.4
U.S. Government
agency notes
up to 30 days
73.0
73.7
$354.6 $376.1

Repurchase
Liabilities
$301.4
73.3
$374.7

The loan rates on the repurchase liabilities varied between
2.75% and 3.32% for U.S. Treasury notes and between
3.30% and 3.35% for U.S. Government agency notes.

Note K (In Part): Litigation
On November 12,1993, the Company’s Board of Directors
approved the proposed settlem ent (the “ Settlem ent” ) of
Kassover v. Coeur d’Alene Mines Corporation (the “ Law
suit” ), a class action originally filed in November 1990 and
amended in March 1991 alleging violations of the federal
securities laws and common law prim arily in connection
with the Company’s public offering of common stock in
September 1990. The proposed Settlem ent calls for the
Company to (i) issue to the class members common stock
of the Company having a fair market value of $4 m illion
based on the average closing sale price of the common
stock on the New York Stock Exchange during the five
trading days im m ediately preceding the court hearing to
be held in connection w ith the Settlem ent and (ii) pay
$1 ,87 5 ,0 0 0 in cash. Accordingly, the Company has recorded
litigation settlem ent expense of $5,875,000 in the third
quarter of 1993. As of December 21, 1993, the Company
and counsel for the plaintiff entered into a Stipulation
relating to the Settlem ent. The Company denies any liabil
ity or wrongdoing in connection with the suit and expects
that the Settlem ent, which is subject to approval by the
plaintiff class members and the court, w ill be effected in
the late summer or early fall of 1994.
During October 1993, the Company and Callahan
negotiated a tentative settlem ent agreement with the U.S.
Environmental Protection Agency (the “ EPA” ) and a
group of other companies that are potentially responsible
parties (“ PRPs” ) in connection with the Bunker Hill
Superfund site. The Company and Callahan were notified
in February 1990 by the EPA that they were PRPs in
connection with that site, where the EPA claim s there is a
need for cleanup action under the Com prehensive
Environmental Response Compensation and Liability Act
of 1980 (“ Superfund” or “ CERCLA” ). The negotiated
settlem ent agreement calls for the Company, and Calla
han to pay a total of $1,230,000 to a group of other PRPs in
order to remove the Company and Callahan from any
additional cleanup liability relating to the site. Accordingly,
the Company recorded a nonrecurring environmental
settlem ent expense of $1,230,000 during the third quarter
of 1993.
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Rebates

Minority Interests

DELUXE CORPORATION (DEC)

W.R. GRACE & CO. (DEC)
1993
($000)

Current Liabilities
Accounts payable
Accrued liabilities:
Wages, including vacation pay
Employee profit sharing and pension
Restructuring costs
Accrued rebates
Income taxes
Other
Long-term debt due within one year
Total current liabilities

1992

$ 50,424

$ 42,712

45,584
59,560
35,489
26,473
3,847
69,527
6,967
297,871

41,268
58,309
—

9,363
11,584
55,626
5,508
224,370

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Accrued Rebates
The Company enters into contractual agreements for
rebates on certain products with its customers. Such
amounts are recorded as a reduction to arrive at net sales,
and accrued on the balance sheet as incurred.

Contract Losses
GILBERT ASSOCIATES, INC. (DEC)
1992

1993
Current liabilities;
Note payable
$ 5,000,000
Current maturities of long-term debt
280,000
Accounts payable
5,593,000
Salaries and wages
9,469,000
Income taxes, currently payable
1,868,000
Estimated liability for contract losses
3,813,000
Other accrued liabilities
15,814,000
Contractual billings in excess of
recognized revenue
2,194,000
Total current liabilities
44,031,000

$

546,000
4,434,000
8,282,000
3,475,000
3,862,000
13,942,000

2,133,000
36,674,000

1993
1992
($ millions)
Current Liabilities
Short-term debt
Accounts payable
Income taxes
Other current liabilities
Minority interests, current (Note 12)
Total Current Liabilities

$ 532.6
414.6
126.5
621.9
297.0
1,992.6

$ 464.7
423.6
158.1
593.2
—

1,639.6

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. M inority interests
In December 1992, LP, form erly a general partnership
named Grace Cocoa that was wholly owned by two Grace
entities, admitted two additional Grace entities as general
partners and also adm itted one new lim ited partner. As a
result of the admission of these new partners, the total
capital of LP increased to $1,430.5, which included a
$300.0 cash contribution made by the new lim ited partner,
$297.0 of which was funded by outside investors. LP’s
assets consist of Grace Cocoa’s worldwide cocoa and
chocolate business, long-term notes and demand loans
due from various Grace entities, which are guaranteed by
W.R. Grace & Co. and its principal operating subsidiary,
and cash. The cash contribution from the new lim ited
partner was initially lent by LP to the principal operating
subsidiary of W.R. Grace & Co. and was used to retire
certain dom estic borrowings and for general corporate
purposes. Four Grace entities serve as general partners
of LP and own general partnership interests totalling
79.03% in LP; the new lim ited partner owns a 20.97%
lim ited partner interest in LP. LP is a separate and distinct
legal entity from each of the Grace entities and has sepa
rate assets, liabilities, business functions and operations.
For financial reporting purposes, the assets, liabilities,
results of operations and cash flows of LP are included in
Grace’s consolidated financial statements as a compo
nent of discontinued operations and the outside investors’
interest in LP is reflected as a m inority interest.

Discounts

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): S ignificant Accounting Policies

Recognition of Revenue
The company recognizes revenue on contracts entered
into for engineering and consulting services as the work is
performed. Costs and expenses are charged to opera
tions as incurred. Losses, estimated to be sustained upon
com pletion of contracts, are charged to income in the year
such estimates are determined.

TYLER CORPORATION (DEC)

Current liabilities
Accounts payable
Accrued customer discounts
Accrued insurance
Income tax
Other accrued liabilities
Total current liabilities

1993

1992

$11,675,000
4,055,000
4,780,000
1,250,000
14,144,000
35,904,000

$12,914,000
4,815,000
4,821,000
312,000
________
12,793,000
35,655,000
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Lo ng-Term Debt

LONG-TERM DEBT

FLEMING COMPANIES, INC. (DEC)

Table 2-26 summarizes the types of long-term debt most
frequently disclosed by the survey companies.
Paragraph 10b of Statem ent o f Financial Accounting
Standards No. 47 requires that financial statements disclose
for each of the five years following the date of the latest bal
ance sheet presented the “ aggregate amount of maturities
and sinking fund requirements for all long-term borrowings."
Effective for fiscal years ending after December 15,
1992, Statem ent o f Financial Accounting Standards No.
107 requires entities with total assets exceeding $150 mil
lion to disclose, if practicable, the fair value of long-term
debt. (The requirements of SFAS No. 107 do not apply to
leases.) 422 survey companies made 563 disclosures as
to fair value. 222 disclosures stated that fair value was
determined by quoted market prices; 124 disclosures
stated that fair value approximated the carrying amount of
debt; 112 disclosures stated that fair value was deter
mined by the discounted value of future cash flows; 85
disclosures stated that fair value was determined by the
currently available borrowing rate; and 20 disclosures did
not fit into the above categories.
Examples of long-term debt presentations and dis
closures follow. Examples of long-term lease presenta
tions and disclosures are presented in connection with
Table 2-28.

TABLE 2-26: LONG-TERM DEBT
Number of Companies
1993 1992 1991 1990
Unsecured
Notes............................. ........
Debentures...................... ........
Loans ............................. .......
Commercial paper............ .......

429
188
72

424
201

418
227
59
63

413
224
76
81

66

65
62

Collateralized
Capitalized leases......................
Mortgages...................... ........
Notes or loans................. ........

320
96
80

340
105
83

355
115

354
126

112

100

Convertible
Debentures...................... .......
Notes............................. .......

90
18

103

111

116
14

21

18

Total current liabilities
Long-term debt
Long-term obligations under capital leases
Deferred income taxes
Other liabilities

1992
1993
($000)
$918,532 $874,936
735,565
666,819
302,618
337,009
39,194
27,500
104,958
92,366

NOTES TO FINANCIAL STATEMENTS
Long-Term Debt
Long-term debt consists of the following:

(In thousands)
Medium-term notes, due 1994 to 2003,
average interest rates of 7.5% and 8.3%
Commercial paper, average interest rate
of 3.3% in 1993
Unsecured term bank loans, due 1994
to 1996, average interest rates of
3.7% and 4.2%
Unsecured credit lines, average interest
rates of 3.3% and 3.9%
9.5% Debentures, due 2010, annual
sinking fund payments of $5,000
commencing in 1997
Guaranteed bank loan of employee
stock ownership plan
Mortgaged real estate notes and other debt,
varying interest rates from 3.5% to 8%,
due 1994 to 2019

Less current maturities
Long-term debt

Dec. 25,
1993

Dec. 26,
1992

$222,450

$194,450

165,866
160,000

95,000

145,000

340,000

7,000

70,000

12,950

14,650

14,882
728,148
61,329
$666,819

57,939
772,039
36,474
$735,565

Aggregate m aturities of long-term debt for the next five
years are as follows: 1994— $61.3 m illion; 1995— $140.3
m illion; 1996— $69 m illion; 1997— $13.8 m illion and
1998— $27.8 m illion.
In 1993 and 1992, the company recorded extraordinary
losses for early retirem ent of debt. In 1993, the company
retired $63 m illion of the 9.5% debentures. The extraordi
nary loss was $2.3 m illion, after income tax benefits of
$2.1 m illion, or $.06 per share. The funding source for the
early redemption was the sale of notes receivable. In
1992, the company retired the $172.5 m illion of convertible
subordinated notes, $30 m illion of the 9.5% debentures
and certain other debt. The extraordinary loss was $5.9
m illion, after income tax benefits of $3.7 m illion, or $.15 per
share. Funding sources related to the 1992 early retire
ment were bank lines, medium-term notes, sale of notes
receivable and commercial paper.
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The company has two commercial paper programs
supported by com m itted $400 m illion and $200 m illion
revolving credit agreements w ith a group of banks.
Currently, the company lim its the amount of commercial
paper issued at any tim e plus the amount of borrowing
under uncommitted credit lines to the unused credit avail
able through the committed credit agreements. The $400
m illion credit agreement matures in October 1997. The
$200 m illion credit agreement matures in October 1994,
but the company intends to renew the agreement prior to
maturity. At year-end, the company had no borrowings
under the agreements which carry combined annual
facility and com m itm ent fees of .25% and .15% for the
$400 m illion agreement and the $200 m illion agreement,
respectively. The interest rate is based on various money
market rates selected by the company at the tim e
of borrowing.
The credit agreements contain various covenants,
including restrictions on additional indebtedness, pay
ment of cash dividends and acquisition of the company’s
common stock. None of these covenants negatively
impact the company’s liquidity or capital resources at this
time. Reinvested earnings of approximately $92 m illion
were available at year-end for cash dividends and acquisi
tion of the company’s stock. The agreements contain a
provision that, in the event of a defined change of control,
the credit agreements may be term inated.
The company has registered $565 m illion in mediumterm notes. Of this, the remaining $289.6 m illion may be
issued from tim e to time, at fixed or floating interest rates,
as determined at the tim e of issuance.
The unsecured term bank loans have original maturities
of three years and bear interest at floating rates. Unsecured
credit lines have original m aturities of generally less than
one year and bear interest at floating rates. The loans
contain essentially the same covenants as the revolving
credit agreements and are prepayable without penalty.
The carrying value of assets collateralized under
mortgaged real estate notes and other debt was approxi
mately $9.4 m illion and $123 m illion at year-end 1993 and
1992, respectively.
Components of interest expense are as follows:

(In thousands)
Interest costs incurred:
Long-term debt
Capital lease obligations
Other
Total incurred
Less interest capitalized
Interest expense

1993

1992

1991

$44,628
31,355
2,046
78,029

$50,524
29,103
1,475
81,102

$78,029

$81,102

$64,068
26,915
2,539
93,522
169
$93,353

The com pany’s employee stock ownership plan (ESOP)
allows substantially all associates to participate. The
ESOP purchased 640,000 shares of common stock from
the company at $31.25 per share, resulting in proceeds of
$20 m illion. The ESOP borrowed the money from a bank.
The company guaranteed the bank loan. The loan balance
is presented in long-term debt with an offset as a reduction
of shareholders’ equity. The ESOP w ill repay the loan with
proceeds from company contributions.
The company makes contributions based on fixed debt
service requirements of the ESOP loan. The ESOP used
$.6 m illion of common stock dividends for debt service in
each of 1993,1992 and 1991. During 1993,1992 and 1991,
the company recognized $1.1 m illion, $.9 m illion and $.8
m illion, respectively, in compensation expense. Interest
expense of $.5 m illion, $.7 m illion and $1.3 m illion was
recognized at average rates of 3.7%, 4.4% and 7.7% in
1993,1992 and 1991, respectively.
The company enters into interest rate hedge agree
ments to manage interest costs and exposure to changing
interest rates. At year-end 1993 and 1992, agreements
were in place that effectively fixed rates on $70 m illion and
$270 m illion, respectively, of the company’s floating rate
debt. Additionally, for both years, $60 m illion of agree
ments convert fixed rate debt to floating and a $100 m illion
transaction hedges the company’s risk of fluctuation
between prime rate and LIBOR. The m aturities for such
agreements range from 1995 to 1998. The counterparties
to these agreements are major national and international
financial institutions.
The fair value of long-term debt as of year-end 1993 and
1992 was determined using valuation techniques that
considered cash flows discounted at current market rates
and management’s best estimate for instrum ents without
quoted market prices. At year-end 1993 and 1992, the fair
value of debt exceeded the carrying amount by $13.8 m il
lion and $16.5 m illion, respectively. For interest rate swap
agreements, the fair value was estimated using term ina
tion cash values. At year-end 1993, swap agreements had
no fair value. At year-end 1992, swap agreements had a
fair value of $1.7 m illion. The company does not have any
financial basis in the hedge agreements other than
accrued interest payable or receivable.

Long-Te rm D ebt

GENERAL SIGNAL CORPORATION (DEC)

Total current liabilities
Long-term debt, less current maturities
Accrued postretirement and
postemployment obligations
Other liabilities
Total long-term liabilities

1992
1993
($000)
$325,848 $345,842
367,654
191,382
173,693
8,732
373,807

152,500
17,583
537,737

NOTES TO FINANCIAL STATEMENTS
(D ollars In thousands, except p e r share data)

Debt
December 31,
5.75% Convertible Subordinated Debentures
due 2002
Short-term borrowings— 1993,3.4%;
1992, 3.7%-4.1%
Industrial Revenue Bonds due 2000-2014;
no stipulated principal repayments prior
to maturity (primarily variable rate)
Notes due 1995-7.14%
Other long-term borrowings
Less current maturities

1993

1992

$100,000

$100,000

9,697

173,292

45,715
25,000
20,304
200,716
9,334
$191,382

42,715
25,000
37,188
378,195
10,541
$367,654

M aturities of long-term debt through 1998 are: 1994—
$9,334; 1995— $25,744; 1996— $8,310; 1997— $9,946;
1998— $299.
A portion of the proceeds from the issuance of common
stock and the sale of SEO was used for the early extin
guishm ent of higher-rate debt and swap agreements,
which resulted in an extraordinary charge of $10,700 (net
of tax, $6,576).
During 1992, the company issued $100,000 of 5.75%
Convertible Subordinated Notes due 2002. The notes are
convertible into the company’s common stock at a conver
sion rate of 25.32 shares of company common stock for
each $1 principal amount of the notes (equivalent to a con
version price of approximately $39.50 per share).
The company maintains credit arrangements with banks
in the U.S. and abroad, which aggregated approximately
$702,000 and $665,000 at December 3 1 , 1993 and 1992,
respectively. At year-end the company had two revolving
credit agreements of $200,000 each. On January 12,
1994, the company entered into two new revolving credit
agreements, replacing those outstanding at December
31, 1993, that expire January 11, 1995 and 1998. These
agreements perm it domestic and Eurodollar borrowings
of up to $360,000 at interest rates offered to investment
grade customers. The agreements are also convertible
into one-year term loans on their m aturity dates.
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Commercial paper and money market loans are classi
fied as long-term debt as the com pany intends to
refinance them on a long-term basis either through con
tinued short-term borrowing or available credit facilities.
The company entered into interest rate exchange
agreements with certain financial institutions to lim it its
exposure to interest rate volatility. These agreements
involved transactions with principal amounts of $25,000
and $150,000 at December 3 1 ,1993 and 1992, respectively.
The company monitors the risk of default by the swap
counterparties and does not anticipate nonperformance.
In April 1990, the company established a $300,000
medium-term note program, providing for the issuance of
fixed rate notes with m aturities between one and thirty
years. The program was registered with the SEC pursuant
to the company’s remaining 1988 $75,000 shelf registra
tion and the 1990 $225,000 shelf registration. As of
December 31, 1993, no amounts had been borrowed
under these shelf registrations.
Effective November 1992, the com pany borrowed
under a $25,000 three-year private placement agreement
and an interest rate exchange agreement, which together
provided floating rate funds at a cost below the cost of the
company’s commercial paper.
Fair Value of Financial Instruments
Cash and cash equivalents, short- and long-term debt,
and foreign currency and interest rate exchange contracts
had fair values that approximated their carrying amounts.
Financial guarantees and letters of credit were issued by
the company in the ordinary course of business as
required and had a fair value of approximately $21,100.
The fair values of financial guarantees and letters of credit
w ere based on the face value of the underlying
instruments.
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G IANT FOOD INC. (FEB)

HUNT MANUFACTURING CO. (NOV)
1992

1993

($000)
Total current liabilities
Long-Term Debt
Notes and mortgages (Note 3)
Obligations under capital leases

$307,084

$296,207

105,525
142,831
248,356

113,410
142,892
256,302

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
D ollar am ounts in thousands, except per share
1 (In P art): Summary o f S ignificant A ccounting Policies

Fair Value of Financial Instruments
In 1993, the Company implemented Statement of Finan
cial Accounting Standards No. 107, “ Disclosure about Fair
Value of Financial Instruments,’’ which requires disclosure
of fair value inform ation about financial instruments,
whether or not recognized in the balance sheet, for which
it is practicable to estimate that value. The carrying
amount of the Company’s cash and cash equivalents and
short-term investments approximates fair value because
of the short m aturity of those instruments. The Company
estimates the fair value of its notes and mortgages by dis
counting the required future cash flows under such notes
and mortgages using borrowing rates at which sim ilar
types of borrowing arrangements could be currently
obtained by the Company.
3. Notes and M ortgages
Notes and mortgages outstanding at year-end were as
follows:
Notes payable to insurance
company
Mortgage notes payable
Less current portion

1993

1992

1991

$ 68,200
45,219
113,419
7,894
$105,525

$ 74,360
48,060
122,420
9,010
$113,410

$ 75,520
24,865
100,385
1,968
$ 98,417

The insurance company notes are subject to covenants,
the more significant of which restrict the payment of
dividends, the creation of long-term debt and the purchase
of Company common stock. At February 27,1993, approxi
mately $80,700 of consolidated retained earnings were
free of dividend and stock purchase restrictions. The aver
age interest rate on the insurance company notes is 9.7%.
Mortgage notes are collateralized by real estate which
cost $81,293. The average interest rate on such notes
is 10.0%.
Annual m aturities of notes and mortgages for the next
five years are as follows: 1994, $7,894; 1995, $14,924;
1996, $23,597; 1997, $7,209; and 1998, $8,539.
The estimated fair value of notes and mortgages Is
approximately $122,720 at February 2 7 ,1993.
The Company has available credit facilities of approxi
mately $50,000, including a revolving credit line and a
term loan facility. Such credit facilities were not used in
fiscal year 1993.

Total current liabilities
Long-term debt, less current portion
Deferred income taxes
Other non-current liabilities

1993
1992
($ 000)
$33,714 $26,850
3,003
6,160
1,230
1,686
2,103
2,018

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share and p er share am ounts)
6. D ebt:
C redit Agreements and Lines of Credit
At November 2 8 , 1993, the Company had revolving credit
agreements with three banks that provide for unsecured
borrowings up to $45 m illion which expire October 2,
1995. There were no borrowings under these agreements
at November 28, 1993. Amounts borrowed under these
agreements would be converted to term loans upon
expiration of the revolving credit termination dates. Principal
payments would be made in quarterly installm ents begin
ning January 2 , 1996 through October 2 , 1999. Interest on
borrowings under these agreements are at varying rates
based, at the Company’s option, on the banks’ prim e rate,
certificate of deposit rate, or money market rate, the
London Interbank Offering Rate, or the as offered rate.
None of these agreements has com pensating balance
requirements. Commitment fees of ⅛ of 1% are payable
under these agreements.

Long-Term Debt
Long-term debt at the end of fiscal years 1993 and 1992 is
as follows:

Term loan(a)
Capitalized lease obligations (see Note 11)
Industrial development revenue bonds(b)
Industrial development revenue bonds(c)
Other
Less current portion

1992
1993
$1,875 $2,813
2,000
2,100
1,559
1,559
700
820
27
78
6,161
7,370
3,158
1,210
$3,003 $6,160

The principal of this term loan is payable in equal quarterly install
ments of $234.4 through September 29, 1995. Interest on the
borrowing is payable quarterly at a rate of 10.93% per annum on the
outstanding principal amount of the loan.
These bonds bear interest (3.9% at November 28,1993) at 65% of
the lending bank’s average daily prime rate and are payable on June
15,1994.
These bonds bear interest (4.536% at November 28,1993) at 75.6%
of the lending bank’s average daily prime rate. One bond with a prin
cipal balance of $575 at November 28,1993 is payable on May 1,
1994. The other bond with a principal balance of $125 is payable in
semiannual installments of $60 on November 1 , 1994 and May 1,
1995 and one payment of $5 on November 1 ,1995. Both bonds are
collateralized by a plant facility and certain equipment.
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Long-Term Debt

The term s of certain financing agreements contain,
among other provisions, requirements for m aintaining
certain working capital and other financial ratios, and res
trictio n s on incurring additional indebtedness and
obligate the Company to equally and ratably collateralize
the indebtedness under such agreements if the Company
grants or assumes certain liens on its assets. Under the
most restrictive covenants, dividends and purchases of
capital stock of the Company may not exceed, on a
cum ulative basis, 75% of the cum ulative net income of the
Company at any tim e during the period beginning Novem
ber 28, 1983. As of November 28, 1993, $46 m illion was
available to the Company under this provision for future
cash dividends and future purchases of its own capital
stock. In addition, as of November 2 8 ,1993, the Company
exceeded its minimum tangible net worth requirement of
$59 m illion by $30.2 m illion.
The capitalized lease obligations are collateralized by
the property, plant and equipm ent described in Note 11.
Aggregate annual m aturities for all long-term debt,
including the capitalized leases, for each of the four fiscal
years subsequent to November 2 7 ,1994 are as follows:
1995-$1,353
1996-$ 370

19971998-

$400
$425

16 (In Part): Financial Instrum ents

Fair Value
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value;
Cash and Cash Equivalents
The carrying amount approximates fair value because of
the short m aturity of these instruments.
Debt (Excluding Capital Lease Obligations)
The fair value of the Company’s debt is estimated based
on the current rates offered to the Company for debt of the
same remaining m aturities.
Forward Exchange Contracts
The fair value of forward exchange contracts (used for
hedging purposes) approximates fair value because of
the short m aturity of these instruments.
The estimated fair values of the Company’s financial
instrum ents at November 2 8 , 1993 are as follows;

Cash and cash equivalents
Debt (excluding capital lease obligations)
Forward exchange contracts

Fair
Carrying
Amount
Value
$10,778 $10,778
4,161
4,324
992
992

INTERSTATE BAKERIES CORPORATION (MAY)

Total current liabilities
Long-term debt:
Related party
Other
Other liabilities
Deferred income taxes
Total long-term liabilities

1992
1993
($000)
$117,906 $125,387
79,000
110,238
36,993
40,304
266,535

79,000
132,124
19,696
22,794
253,614

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Debt
Long-term debt consists of the following:

May 30,
May 29,
1992
1993
(In thousands)
Bank borrowings:
Term loans
Revolving credit loans
Senior notes
Other
Less amounts payable within one year

$105,000 $119,000
5,000
5,000
79,000
79,000
4,217
10,922
213,922
193,217
(2,798)
(3,979)
$189,238 $211,124

(a) The Company’s bank credit agreement consists of a
$150,000,000 term loan facility, a $30,000,000 revolving
credit facility and a $50,000,000 letter of credit facility
($14,000,000 available at May 2 9 , 1993). The term borrow
ings mature serially through fiscal 1998, while the balance
of the revolving credit facility is due in fiscal 1998 (with a
provision for a one-year extension). All of these borrow
ings are unsecured and the Company pays com m itm ent
fees of .375% on the unused portions of the revolving
credit and letter of credit facilities.
The borrowings bear interest at variable rates generally
equal to the London Interbank Offered Rate (LIBOR) plus
.75%. To offset the variable rate characteristic of the bor
rowings, the Company entered into interest rate swap
agreements with major banks resulting in fixed interest
rates of 5.52% on $30,000,000 through January 1995,
5.22% on $25,000,000 through July 1994 and 7.25% on
$50,000,000 through July 1993. Also, beginning in July
1993, the Company has in place forward swap agree
ments which fix the rate at 5.59% on $30,000,000 through
July 1995. The weighted average interest rate on the credit
agreement was 6.16% and 6.76% at May 29, 1993 and
May 3 0 , 1992, respectively.
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The credit agreem ent contains covenants w hich,
among other matters (i) lim it the Company’s ability to
incur indebtedness, merge, consolidate and acquire or
sell assets, (ii) require the Company to satisfy certain
ratios related to net worth, debt-to-equity and interest
coverage and (iii) lim it the payment of cash dividends on
common stock and common stock repurchases to 75% of
aggregate consolidated net income, as defined, with
approximately $24,000,000 available at May 2 9 , 1993.
(b) Represents 10.00% notes issued to an owner of the
Company’s common stock. Principal is due in annual
installm ents from July 1998 to July 2000 and the debt
agreement contains covenants sim ilar to those of the
credit agreement. Interest expense on these notes totaled
$7,878,000 and $6,569,000 for fiscal 1993 and 1992,
respectively.
The Company had long-term notes payable to related
parties which were repaid or exchanged in conjunction
with the July 1991 public stock offering. Interest expense
on these notes was $5,169,000 and $28,252,000 during
fiscal 1992 and 1991, respectively. In addition, the prepay
ment of a portion of these notes with the notes described
in (b) above required an additional $1,264,000 interest
payment.
Statement of Financial Accounting Standards (SFAS)
No. 107, "D isclosures About Fair Value of Financial Instru
ments,’ ’ requires disclosure of the year-end fair value of
significant financial instrum ents, including long-term
debt. The May 29, 1993 fair value of the senior notes,
described in (b) above, is estimated at $91,000,000 based
upon rates currently available for debt with sim ilar terms.
The Company believes, based upon current terms, that
the carrying value of ail other long-term debt at May 29,
1993 approximates fair value. However, the amount which
the Company would be required to pay to term inate all
swap agreements outstanding at May 2 9 ,1993 is approxi
mately $716,000.
The scheduled repayment of long-term debt is as
follows:
Fiscal Years Ending
1994
1995
1996
1997
1998
Thereafter

(In thousands)
$ 3,979
28,979
31,054
30,205
20,000
79,000
$193,217

The Company also has two $5,000,000 unsecured borrow
ing facilities. These facilities expire August 3 0 , 1993 and
September 13, 1993 unless renewed by the lenders. At
May 29, 1993, $5,000,000 was outstanding under these
facilities with an interest rate of 4.00%.

JOHNSON CONTROLS, INC. (SEP)

Current liabilities
Long-term debt
Postretirement health and other benefits
Other noncurrent liabilities
Deferred income taxes

1993
1992
($ millions)
1,284.9 $1,245.2
500.4
503.3
—
158.6
196.8
173.3
11.1
63.5

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5— Long-Term D ebt

(In millions)
Unsecured notes
6.15% due in 1996
8⅞ % due in 1998
industrial revenue bonds due through 2009, net
of unamortized discount of $3.7 million in 1993
and $4.1 million in 1992
Medium-term notes due in 1995 and 1996 at an
average interest rate of 8.65%
Guaranteed ESOP debt due in increasing annual
installments through 2004 at an average
interest rate of 6.5% (tied in part to LIBOR)
Capital lease obligations
Other

Less current portion
Long-term debt

September 30,
1993
1992
$ 30.0
149.8

$ 149.7

52.8

61.5

54.8

54.8

153.4
39.6
41.6
522.0
21.6
$500.4

159.4
49.2
54.7
529.3
26.0
$503.3

Industrial revenue bond financed facilities have been
accounted for as plant and equipment. The related bonds
issued by the government units are recorded as long-term
debt. Fixed rate industrial revenue bonds totalling $29 m il
lion at September 3 0 , 1993 and $37 m illion at September
3 0 , 1992 had weighted average interest rates of 6.9% and
7.2%, respectively. Variable rate bonds of $28 m illion at
September 30, 1993 and $29 m illion at September 30,
1992 had weighted average interest rates of 3.2% and
3.6%, respectively.
In 1989 the Company established an employee stock
ownership plan (ESOP). The ESOP was financed with
$175 m illion in debt issued by the ESOP. The ESOP debt
is guaranteed by the Company as to payment of principal
and interest and, therefore, the unpaid balance is
recorded as long-term debt. The dividends on the Series
D Preferred Stock held by the ESOP plus Company contri
butions to the ESOP are used by the ESOP to service the
debt. Interest incurred on the ESOP debt during 1993,
1992, and 1991 of $10 m illion, $11 m illion and $13 m illion,
respectively, is therefore not reflected as interest expense
in the Company’s Consolidated Statement of Income.
The installm ents of long-term debt m aturing in each of
the next five years (including the guaranteed ESOP debt)
are: 1994— $22 m illion, 1995— $67 m illion, 1996— $69 m il
lion, 1997— $20 m illion and 1998— $171 m illion.
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Long-Term Debt

The indentures for the unsecured notes and the
guaranteed ESOP debt in clu d e various fin a n c ia l
covenants, none of which are expected to restrict future
operations.
The fair value of the Company’s long-term debt at Sep
tember 30, 1993 is estimated to be $542 m illion based
on current market interest rates and discounted future
cash flows.
LEE ENTERPRISES, INCORPORATED (SEP)

Total current liabilities
Long-Term Debt, net of current maturities

1992

1993

($000)
Total current liabilities
Notes payable and other long-term
obligations
Nonrecourse debt of a subsidiary
Deferred income taxes

$412,759

$426,926

21,709
87,509
117,571

24,929
43,918

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1992
1993
($ 000)
$ 91,708 $100,163
$127,466 $153,174

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4. Debt
The Company has long-term obligations, net of current
m aturities, as follows:
September 30,
1992
1993

MURPHY OIL CORPORATION (DEC)

1991

(In thousands)
Insurance companies
notes payable:
Senior notes, effective rate of
8.27%, due in varying
amounts from 1994
through 1997
$ 20,000 $ 35,000 $ 45,000
Senior notes, effective rate
of 9.65%, due in varying
amounts from 1994
through 1999
100,000 110,000 110,000
Film contracts, noninterest
bearing, due through 1997
8,224
6,447
4,366
Mortgages and other 5.0%-8.5%,
due through 2007
3,100
1,727
2,850
$127,466 $153,174 $166,074
Aggregate m aturities during the next five years are
$32,748,000, $28,820,000, $26,023,000, $20,448,000 and
$25,317,000. Covenants under these agreements are not
considered restrictive to normal operations or anticipated
stockholder dividends.
The fair value of the Company’s long-term debt is
estimated based on the quoted market prices for the same
or sim ilar issues or on the current rates offered to the
Company for debt of the same remaining m aturities. The
fair value of the $127,466,000 of long-term debt at Septem
ber 3 0 , 1993 is approximately $141,451,000.

Note 1—Long-Term Obligations
December 31,
1993
1992

(Thousands of dollars)
Notes payable
Note payable to bank, 10.1%, due 2004
Note payable to bank, face value of $3,333
at 7%, discounted to a 10% effective
rate, due 1994
Other notes due 1994-2000
Subtotal
Capitalized lease obligations due 1994-2022,
6% and 8%
Nonrecourse debt of a subsidiary
Guaranteed credit facility with bank, 3.75%
to 3.875%, due 1995
Promissory note, 6.25%, due 1994-1998,
payable in Canadian dollars
Subtotal
Total
Current maturities
Total long-term obligations

$ 20,000

$20,000

3,257
99
23,356

6,429
501
26,930

1,658

1,661

27,100

—

—
67,963
—
95,063
120,077
28,591
(3,662)
(10,859)
$109,218 $24,929

Amounts becoming due for the four years after 1994 are:
1995, $7,565,000; 1996, $10,587,000; 1997, $13,610,000;
and 1998, $28,696,000.
The nonrecourse guaranteed cre d it fa c ility was
incurred to finance 1993 expenditures for the Hibernia oil
field, in which the Company owns a 6.5 percent interest. In
connection w ith this acquisition, the governm ent of
Canada has provided, subject to certain conditions and
lim itations, an unconditional guarantee of repayment of
amounts drawn under the facility to lenders possessing
Participation Certificates issued by the guarantee’s trustee.
The Company’s maximum eligible borrowing available
under th e guarante e is Cdn $154,885,000 (US
$117,000,000 at December 31, 1993 currency exchange
rate). The Company also received other commitments
from the Canadian government, including grants and
additional guarantees and loans. The amount guaranteed
declines on a quarterly basis beginning the earlier of
January 1 ,2000 or two years after cum ulative production
reaches 25 m illion barrels; no guaranteed financing is
available after January 1, 2016. A guarantee fee of .5 per
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cent is payable annually in arrears to the Canadian
government. The guaranteed credit facility is not reflected
in the amounts becoming due in 1995, since the Company
intends to refinance the debt.
Along with a cash payment, the 6.25 percent promissory
note of Cdn $89,970,000 (US $67,963,000 at December 31,
1993 currency exchange rate), payable to the province of
Alberta, was used to acquire a five-percent interest in the
Syncrude project in northern Alberta. As collateral for the
note, Murphy gave the province a debenture, which
mortgages the acquired assets and the Company’s share
of production therefrom . The province’s right to recover
the principal and interest on the note is lim ited to the
mortgaged property and funds available from that produc
tion. After year-end, the Company entered into forward
foreign exchange contracts with matching amounts and
m aturities to purchase Canadian dollars payable under
term s of the note.
Note P (In Part): Fair Value o f Financial Instrum ents
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value.

• Cash and cash equivalents, trade receivables, short
term debt, and trade payables— The carrying amounts
approximate fair value because of the short m aturity of
these instruments.
• Investments and noncurrent receivables— Of the total
reported, disclosure of fair value is not required on
$29,733,000 of insurance receivables or on $3,002,000
of investments carried on an equity basis. The carrying
amount of the remainder approximates fair value.
• Long-term obligations including current m aturities—
The fair value is estimated based on current rates
offered to the Company for debt of the same remaining
maturities.
• Foreign currency contracts— The fair value is estimated
from quotes obtained from brokers.
• Financial guarantees and letters of credit— The fair
value is based on the estimated cost to term inate or
otherwise settle these obligations with the counter
parties.
• Crude oil price swaps— The fair value is estimated
from quotes for offsetting agreements with the same
m aturities.
Following is a summary of the estimated fair value at
December 3 1 ,1993 and 1992 of the Company’s financial
instrum ents other than those on which the carrying
amount approximates fair value.

(Thousands of dollars)
Long-term obligations including
current maturities
Foreign currency contracts
Financial guarantees and letters
of credit
Crude oil price swaps

1993
Carrying Notional Estimated
Amount Amount Fair Value
$120,077

—

$ 2,639

$125,172
2,639

83,888
2,400

83,888
2,400

SEQUA CORPORATION (DEC)

Total current liabilities
Long-term debt, net of current maturities
(Note 11)

1993
1992
($000)
$376,538 $350,146
624,092

689,970

Note 11. Indebtedness
Long-term debt is as follows:

At December 31,
1993
1992
(Amounts In thousands)
Senior unsecured notes, at 9⅝ %, due 1999 $150,000 $150,000
—
Senior unsecured notes, at 8¾ %, due 2001
125,000
Medium-term notes, at weighted average
interest of 9.9%, payable in varying
amounts from 1996 through 2001
1 0 0,00 0
1 0 0 ,0 0 0
Private placement, at 10.27%, due 1994
15,000
50,000
—
Revolving credit agreement
83,000
Senior subordinated notes, at 10½ %,
due 1998
33,450
247,450
Senior subordinated notes, at 9⅜ %,
due 2003
175,000
Capital lease obligations, at weighted
average interest rates of 9.3% and 11.0%,
respectively, payable in varying amounts
through 2004
27,025
44,951
Other, at weighted average interest rates of
7.0% and 8 .8 %, respectively, payable in
varying amounts through 2003
22,615
31,436
648,090
706,837
Less current maturities
(23,998) (16,867)
$624,092 $689,970
Total long-term debt
In December 1993, the Company entered into a new
$150,000,000 revolving credit agreement with a group of
banks that extends through March 1997. This agreement
replaced an existing revolving credit agreement which
was due to expire in January 1994. The rate of interest
payable under the new agreement is, at the Company’s
option, a function of the prime rate or the Eurodollar rate.
The agreement requires the Company to pay a facility fee
at an annual rate of .5% of the maximum amount available
under the credit line. Under the new credit facility, borrow
ings up to approximately $50,000,000 w ill be secured by
the stock of certain of the Company’s subsidiaries. At
December 3 1 ,1993, there were no borrowings outstanding
under this facility; however, $18,500,000 of the available
credit line was used for the issuance of letters of credit
leaving $131,500,000 of unused credit available.
Revolving credit debt at December 3 1 ,1992 was classi
fied as long-term, as the Company had the intent and the
ability, supported by the term s of its existing revolving
credit agreement, to maintain through January 1994 prin
cipal amounts outstanding under the agreement.

Long-Term D ebt

In December 1993, the Company sold $125,000,000 of
% senior unsecured notes due 2001 and $175,000,000
of 9⅜ % senior subordinated notes due 2003, pursuant to
a public offering. The net proceeds from the offering
together with proceeds from the sale of ARC Professional
Services were used to repay $90,000,000 of indebtedness
under the Company’s existing revolving credit agree
ment, to repay $35,000,000 of the private placement due
1994 and to execute a partial in-substance defeasance of
the Company’s senior subordinated notes due 1998. In
Decem ber 1993, the Com pany called $211,000,000
principal amount of the senior subordinated notes for
redem ption in January and February of 1994 and
deposited $222,661,000 of U.S. government securities into
an irrevocable trust to cover the principal amount called,
the call premium of $9,847,000 and interest during the
30-day call period of $1,814,000. For financial reporting
purposes, the debt has been considered extinguished;
accordingly, the government securities, $2 1 1 ,0 0 0 , 0 0 0
principal amount of senior subordinated notes due 1998
and related unam ortized debt issuance costs were
removed from the Consolidated Balance Sheet at Decem
ber 3 1 ,1993 and the in-substance defeasance transaction
resulted in an extraordinary loss of $8,524,000, net of tax
benefits of $4,590,000.
Based on the borrowing rates available to the Company
for debt with sim ilar term s and average m aturities, the fair
value of current and long-term debt at December 3 1 ,1993
is approximately $669,000,000 compared with $648,090,000
included in the Consolidated Balance Sheet. The esti
mate is based on the present value of future debt and
interest payments using specific discount rates which
take into account the Company’s credit ratings and matu
rity dates for each significant issue of debt.
The Company has a policy aimed at managing interest
rate risk associated with its current and future anticipated
borrowings; accordingly, the Company has entered into
various interest rate swaps, options, and sim ilar arrange
ments. Any premiums paid or received in connection with
these arrangements are deferred and amortized as yield
adjustments over appropriate future periods. During 1993,
the Company received proceeds of $9,796,000 from the
early term ination of interest rate swaps that were
accounted for as hedges and that effectively converted
$75,000,000 of fixed-rate debt into variable-rate borrowings.
The resulting gains were deferred and are being amortized
to income over the remaining original lives of the swaps
term inated. At December 31, 1993, the Company had
outstanding interest rate swaps expiring in 1996 that are
accounted for as hedges and that effectively convert
$50,000,000 of variable-rate borrowings under short-term
financing facilities to fixed-rate borrowings with an average
interest rate of 8.7%. Based upon market interest rates at
the balance sheet date, the Company would have to pay
approximately $5,200,000 to term inate its interest rate
swaps outstanding at December 3 1 ,1993. In addition, the
Company adjusted to market value the carrying amount of
interest rate options sold, which gave the buyer the future
right to enter into interest rate swaps. The resulting loss of
$6,557,000 is included in Other, net in the Consolidated
Statement of Income for 1993.
8¾
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The aggregate m aturities of total long-term debt during
the next five years are $23,998,000 in 1994, $10,874,000 in
1995, $14,620,000 in 1996, $2,176,000 in 1997 and
$55,818,000 in 1998.
The Company’s loan agreements and Indentures con
tain covenants which, among other matters, restrict or
lim it the ability of the Company to pay dividends, incur
indebtedness, make capital expenditures, repurchase
common and preferred stock, and repurchase the 9⅜%
senior subordinated notes due 2003. The Company must
also maintain certain ratios regarding interest coverage,
leverage and net worth, among other restrictions.
At December 31, 1993, under the term s of the Com
pany’s senior subordinated notes due 1998, there is a
$45,770,000 deficiency in consolidated retained earnings
available for the payment of cash dividends and the
repurchase of the Company’s stock. As a result, common
and preferred stock dividends were not declared in the
third and fourth quarters of 1993. Under the term s of the
Company’s preferred stock, upon the Company’s failure
to make six consecutive quarterly dividend payments, the
holders thereof, voting as a class, w ill have the right to
elect two members of the Board of Directors of the Com
pany at the next annual meeting of shareholders. These
special voting rights term inate when all dividends in
arrears have been paid. In addition, as of December 31,
1993, the Company’s earnings were not sufficient to
maintain a consolidated interest coverage ratio of 2 . 0 to
1.0 which, pursuant to the term s of the Company’s senior
notes due 2 0 0 1 and the senior subordinated notes due
2003, precludes the Company from paying dividends
among other restricted activities.
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WAL-MART STORES, INC. (JAN)

Total Current Liabilities
Long-Term Debt
Long-Term Obligations Under
Capital Leases
Deferred Income Taxes

1994
1993
($000)
$7,406,223
$6,754,286
6,155,894
3,072,835
1,804,300
321,909

1,772,152
206,634

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Com m ercial Pap er and Long-Term Debt
Long-Term debt at January 31 consists of:

1994

Notes due
April 2001
$ 750,000,000 $ 750,000,000
Notes due
October 2005
750,000,000
91/10%
Notes
due July 2000
500,000,000
500,000,000
5½ %
Notes due
September 1997
500,000,000
500,000,000
6⅛ %
Notes due
October 1999
500,000,000
500,000,000
5½ %
Notes due
March 1998
500,000,000
6½ %
Notes due
June 2003
500,000,000
7¼ %
Notes due
June 2013
500,000,000
7%-8%
Obligations from
sale/leaseback
transactions
due 2013
343,480,000
334,937,000
8%
Notes due
May 1996
250,000,000
250,000,000
6⅜ %
Notes due
March 2003
250,000,000
6¾ %
Notes due
October 2023
250,000,000
5⅛ %
Eurobond due
October 1998
250,000,000
Mortgage notes
due through 2020
139,764,000
44,468,000
10⅞ %
Debentures due
August 2000
1 0 0 ,0 0 0 ,0 0 0
1 0 0 ,0 0 0 ,0 0 0
8½ %-9 % Participating
Mortgage
Certificates
due 2005
37,310,000
37,397,000
Tax-exempt
mortgage
obligations, at
various rates due
through 2014
32,885,000
35,344,000
Other
10,998,000
12,146,000
$6,155,894,000 $3,072,835,000
8⅝

%

1993

Long-term debt is unsecured except for $229,920,000
which is collateralized by property w ith an aggregate
carrying value of approximately $370,841,000. Annual
maturities on long-term debt during the next five years are:
Fiscal years ending January 31,
1995
1996
1997
1998
1999
Thereafter

Annual Maturity
$ 19,658,000
12,610,000
262,331,000
512,048,000
766,156,000
4,602,749,000

The Company has agreed to observe certain covenants
under the term s of its note and debenture agreements.
Among these are provisions relating to amounts of
additional secured debt and long-term leases. The agree
ments relating to the Participating Mortgage C ertificates
contain provisions for contingent additional interest to be
payable based on the sales perform ance of the W al-Mart
stores collateralized by the issues.
The Company has entered into sale/leaseback trans
actions involving buildings while retaining title to the
underlying land. These transactions were accounted for
as financings and are included in long-term debt. The
resulting obligations w ill be amortized over the lease
term s of 20 years. Future minimum lease payments
for each of the five succeeding years as of January 31,
1994 are:
Fiscal years ending January 31,
1995
1996
1997
1998
1999
Thereafter

Minimum Rentals
$ 30,819,000
27,923,000
27,371,000
26,701,000
30,507,000
464,034,000

The fair value of the Company’s long-term debt approxi
mates $6,544,426,000 based on the Company’s current
incremental borrowing rates for sim ilar types of borrowing
arrangements. The carrying amount of the short-term
borrowings approximates fair value.
At January 3 1 ,1994 and 1993, the Company had letters
of c re d it o u tsta n d in g to ta llin g $808,256,000 and
$407,896,000, respectively. These letters of credit were
issued prim arily for the purchase of inventory.
The Company has guaranteed the indebtedness of a
joint venture for the development of real estate in Puerto
Rico. At January 31, 1994, the amount guaranteed was
approxim ately $122,000,000. The Company does not
anticipate any joint venture defaults.
The Company plans to file a shelf registration statement
with the Securities and Exchange Commission in early
fiscal 1995. Pursuant to this filing, the Company may sell
to the public debt securities aggregating $2 ,0 0 0 ,0 0 0 ,0 0 0 .
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WORTHINGTON INDUSTRIES, INC. (MAY)
1993

1992

($ 000)

Total Current Liabilities
Accrued Pension Cost
Long-Term Debt
Deferred Income Taxes

$146,952
507
55,626
49,868

$130,855
1,264
57,345
44,158

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary o f Significant Accounting Policies

Fair Value of Financial Instruments
FASB Statement No. 107, "D isclosures About Fair Value of
Financial Instruments,” requires disclosure of fair value
inform ation about financial instruments, when it is prac
ticable to estimate that value. The following methods and
assumptions were used by the Company in estim ating its
fair value disclosures for financial instruments:
Cash and Cash Equivalents
The carrying amount reported in the balance sheet
approximates fair value.
Short-Term Investments
The fair values for marketable equity securities are based
on quoted market prices.
Other Assets
The carrying amount reported in the balance sheet for
marketable debt and equity securities approximates fair
value.
Long-Term Debt
The carrying amount reported in the balance sheet for
long-term debt approximates fair value, as a m ajority of
the debt carries variable interest rates.
Note C— D ebt
Long-term debt is summarized as follows:

In thousands
Industrial development revenue bonds
and notes
Notes payable to banks— unsecured
9.25% unsecured promissory notes, due
in graduated installments through 1999
Other debt

Less current maturities

Approxim ately $3,531,000 of the IRBs have a fixed
interest rate of 8.0%. The remaining $11,828,000 carry
variable interest rates based upon a percentage of the
prime rate. At May 31, 1993, these interest rates ranged
from 2.5% to 3.9%.
During the year ended May 31, 1993, the Company
refinanced the $13,000,000,9.25% unsecured promissory
notes that were payable in installm ents through 1999. The
new note is an unsecured bank note payable in October
1997 and carries a variable interest rate based on the
Company’s choice of one-, two-, three- or six-month London
Interbank Offered Rate plus a fixed percent. At May 31,
1993, this rate was 3.6%. The Company may elect to con
vert to a fixed rate at any tim e during the term of the loan.
The remaining $27,000,000 note payable to bank is due
August 1994. At May 31, 1993, its interest rate, based on
the thirty-day London Interbank Offered Rate plus a fixed
percent, was 3.5%.
Various debt agreements place restrictions on financial
conditions and require maintenance of certain ratios. One
of these restrictions lim its cash dividends and certain
other payments to $3,000,000 plus 75% of net earnings,
as defined, subsequent to May 31, 1976. Retained earn
ings of $234,988,000 were unrestricted at May 3 1 , 1993.
Principal payments on long-term debt, including lease
purchase obligations, in the next five fiscal years are
as follows: 1994— $1,165,000; 1995— $28,490,000; 1996—
$660,000; 1997— $660,000; 1998— $17,191,000; and
thereafter— $8,625,000.
The Company is guarantor on bank loans for three sep
arate joint ventures. The guarantees totaled $31,200,000
at May 3 1 , 1993.
The Company has lines of credit perm itting short-term ,
unsecured borrowings totaling $40,000,000, at rates below
the prime rate. These lines of credit were unused at May
3 1 , 1993, and do not require com pensating balances.

CREDIT AGREEMENTS
May 31,
1993
1992

$15,359
40,000
—

1,432
56,791
1,165
$55,626

$17,914
27,000
13,000
2,140
60,054
2,709
$57,345

As shown in Table 2-27, many of the survey companies
disclosed the existence of loan commitments from banks
or insurance companies for future loans. Examples of
such loan com m itm ent disclosures follow.

TABLE 2-27: CREDIT AGREEMENTS
Disclosing credit
agreements.................... .......
Not disclosing credit
agreements.................... .......
Total Companies.......... .......

The industrial development revenue bonds and notes
(IRBs) represent loans to purchase or obligations to lease
facilities and equipm ent costing $24,601,000. The leases
are accounted for as lease purchases w ith ownership
passing to the Company at the expiration dates for nomi
nal amounts. The IRBs mature serially through 2011 and
may be retired in whole or in part at any time.

1993

1992

1991

1990

543

539

535

534

57

61

65

66

600

600

600

600
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AM ERICAN BILTRITE INC. (DEC)

ACTION INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note D (In Part): Long-Term D ebt and C redit F acilities

Credit Facilities
The Company has a Credit Agreement which provides for
up to $22.5 m illion in committed credit lines currently,
decreasing as follows:
As Of
October 23,1993
December 25,1993
January 22,1994
February 19,1994
March 26,1994
April 23,1994

Credit Line
$20 million
$18 million
$16 million
$14 million
$ 8 million
$ 5 million

The credit line term inates June 30, 1994. Availability
under the line is further lim ited by the level of eligible
accounts receivable, inventories and property and equip
ment. The decreases are commensurate with the Com
pany’s anticipated decreasing borrowing needs. Interest
is payable at 2 ½ % over the prime rate of interest. The
Agreement includes certain covenants which require the
Company to meet certain ratios and levels of tangible net
worth, and substantially restrict the payment of dividends.
The Company must pay a commitment fee of ½ of 1%
annually on the unused portion of the commitment,
subject to the Company’s right to term inate any or all of
the commitment and thereby reduce the com m itm ent fee.
ANC has a sim ilar $1.5 m illion credit arrangement which
expires on December 3 1 , 1993.
The Company failed to meet certain financial ratios
required under the Credit Agreement as of February 20,
1993. The Company’s banks waived these events of
default, and have reset the ratios for the period subse
quent to the default. The Company is actively seeking
replacement financing for the period from July 1 , 1994 into
the future.
Borrowings are used for short-term financing under
notes payable and to back up letters of credit which are
issued against purchases of im ported merchandise.
Borrowings are collateralized by substantially all of the
Com pany’s accounts receivable, inventories, invest
ments, and property, plant and equipment.
Short-term borrowings against the lines ranged from a
high of $2 1 .2 m illion to a low of $ 1 2 .8 m illion during the
1993 fiscal year. At June 26, 1993 the unused borrowing
capacity based upon the borrowing lim itations as set forth
in the agreement was $3.8 m illion. During the year ended
June 27,1992, borrowings ranged from a high of $19.2 m il
lion to a low of $6.7 m illion.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6. C redit Arrangem ents
ABI m aintains line of credit arrangements with several
banks. Under the arrangements in effect at December 31,
1993, ABI had aggregate lines of credit of approximately
$13,000,000. The credit arrangements with two of the
banks require the m aintenance of com pensating
balances. At December 31, 1993, ABI was required to
m aintain a com pensating balance of approxim ately
$400,000.

CAESARS WORLD, INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4. Short-Term Bank C redit F acilities
At July 31, 1992, the Company’s short-term borrowings
under a $1 0 ,0 0 0 ,0 0 0 unsecured bank revolving credit facility
totaled $7,200,000 and the interest rate was 3⅞ percent.
The average outstanding borrowings during fiscal 1992
were $7,200,000, computed by using the daily balances,
and the weighted average interest rate was 5.4 percent,
computed by dividing short-term interest expense by the
average short-term debt outstanding. The maximum
borrowings outstanding at any month end during fiscal
1992 totaled $7,200,000. In August 1992, this short-term
unsecured bank facility was replaced by a new long-term
bank arrangement and there has been no short-term debt
outstanding since that time. (See Note 6 .)
At July 3 1 , 1991, the Company’s short-term borrowings
under the $ 1 0 ,0 0 0 , 0 0 0 revolving credit facility totaled
$7,200,000 and the interest rate was 6 ⅝ percent. The
average outstanding borrow ings during 1991 were
$3,689,000, computed by using the daily balances. The
weighted average interest rate during the period was 9.07
percent, com puted by divid in g short-term interest
expense by the average short-term debt outstanding. The
maximum borrowings outstanding at any month end dur
ing fiscal 1991 totaled $7,200,000.

CINCINNATI MILACRON INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Lines o f C redit
At the end of 1993, the company had form al and informal
lines of credit with various dom estic and foreign banks of
$276.1 m illion, including a revolving credit facility and
other com m itted lines totaling $137.5 m illion. These credit
facilities support letters of credit and leases in addition to
providing borrowings under varying terms. Additional
borrowing capacity available under all lines of credit
totaled approximately $40 m illion at January 1 , 1994.
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In January 1993, in connection with the acquisition of
Valenite, the company replaced its previous $55.0 m illion
revolving credit agreement with a new $85.0 m illion com
mitted revolving credit facility. In connection with the
acquisition of Ferromatik, the facility was amended to
increase the lines of credit available thereunder to $130.0
m illion. The facility allows borrowings through July 1995
and requires a facility fee of ½ % per annum on the total
$130.0 m illion revolving loan commitment.
The revolving credit facility requires com pliance with
certain financial loan covenants related to tangible net
worth, interest and fixed charge coverages and debt lever
age. The company has remained in com pliance with
these covenants since the inception of this facility.
GENERAL HOST CORPORATION (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Long-Term Debt
On January 30, 1994 the Company had a $25,000,000
unsecured credit agreement with a bank. The revolving
credit agreement is committed through July 19, 1996.
There is a commitment fee of ½ of 1% on the unused
portion. At the Company’s option, interest under the
agreement may be based on LIBOR or the certificate of
deposit rate, as defined in the agreement, instead of on
the prime rate. The Company borrowed $25,000,000
under the agreement in September 1993 and repaid the
full amount in November 1993. In February 1994 there was
an amendment to the agreement which reduced the avail
able credit to $15,000,000. The Company subsequently
borrowed $15,000,000.
The bank agreement requires the Company, among
other things, to maintain minimum levels of earnings,
tangible net worth and certain minimum financial ratios.
Effective January 30, 1994 the Company obtained a
waiver of the required minimum level of earnings, tangible
net worth and required financial ratios. The waiver
enabled the Company to comply with the aforementioned
bank loan covenants at January 30, 1994. It is likely that
the Company w ill not be in com pliance with the bank loan
covenants at the end of the 1994 first quarter. There is no
assurance that the Company w ill be able to obtain a
waiver at that time. But the Company anticipates repay
ment of all outstanding sums prior to that date.
Under the most restrictive provisions of any of the debt
and bank agreements, total shareholders’ equity available
to pay cash dividends or purchase treasury stock was
below the required minimum level by $14,763,000 at Janu
ary 3 0 , 1994.
The Company also has available unsecured short-term
lines of credit under which $15,000,000 may be borrowed
at the prime rate or at other rates as offered by various
banks. These agreements require the Company to main
tain average compensating balances of up to 4% of the
credit line. During 1993 no amounts were borrowed under
these agreements.

HARRIS CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
C redit Arrangem ents
The Corporation m aintains revolving credit agreements
which provide for borrowing up to $225,000,000 until
December 1 , 1993. These agreements provide for various
interest rates at the Corporation’s election, but in no event
above prime rate. A commitment fee of 0.2 percent per
annum is payable on the unused portion of the credit. The
Corporation is not required to maintain compensating
balances in connection with these agreements. Under
these agreements no borrowings were outstanding at
June 30, 1993.
The Corporation also has lines of credit for short-term
financing aggregating $216,400,000 from various U.S. and
foreign banks, of which $170,200,000 was available on
June 3 0 ,1993. These arrangements provide for borrowing
at various interest rates, are reviewed annually for
renewal, and may be used on such term s as the Corpora
tion and the banks m utually agree. These lines do not
require m aintaining com pensating balances.
Short-term debt is summarized below:

In millions
Bank notes
Other

1993
$28.4
6.8
$35.2

1992
$33.8
9.2
$43.0

M/A-COM, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Indebtedness and Lines o f C redit
As of October 2, 1993, the Company had an unsecured
revolving credit agreement with maximum borrowings of
$15.0 m illion that expires on February 2 8 ,1994. During the
term of the agreement, the Company can borrow at the
bank’s base rate (6 % at October 2, 1993) or the LIBOR
rate plus one and one-half percent. The agreement
contains certain conditions including, but not lim ited to,
restrictions related to indebtedness, net worth, income
and the payment of dividends. The agreement also con
tains restrictions with respect to acquisitions and the
repurchase of the Company’s common stock and public
debt. At October 2 , 1993, the Company had no borrowings
under this agreement. Subsequent to year-end, however,
the Company borrowed $3.0 m illion under this agreement.
Additionally, certain of the Company’s foreign subsidi
aries have lines of credit available to fund local working
capital requirements. The lines of credit provide for
borrowings aggregating approximately $20.9 m illion. At
October 2 , 1993, total borrowings outstanding under these
lines of credit approximated $ 6 .0 m illion at interest rates
ranging from 4.0% to 10.9%.
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NORTHROP CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Notes Payable to Banks
The company has available short-term credit lines in the
form of money market facilities w ith several banks. The
amount of and conditions for borrowing under these credit
lines depend on the availability and term s prevailing in the
marketplace. No fees or com pensating balances are
required for these credit facilities. The average outstand
ing balance for days on which borrowings were made
during 1993 was $80 m illion, at a weighted average
interest rate of 3.4 percent. The maximum amount out
standing during the year occurred on December 24,
1993— $232 m illion at a weighted average interest rate of
3.4 percent. At December 31, 1993, there were no out
standing money market loans.
In addition, the company maintained a credit agree
ment with a group of dom estic and foreign banks which
made available $400 m illion on a revolving credit basis.
This agreement was renewed on January 7, 1994, at the
same dollar amount, for a period of four years. For 1993,
the maximum amount outstanding was also the average
outstanding balance for days on which borrowings were
made— $ 1 0 0 m illion at a weighted average interest rate of
3.7 percent. At December 31, 1993 there were no loans
outstanding under the credit agreement. In 1993, the
company paid quarterly a commitment fee of one-tenth
percent per annum on the unused amounts and a facility
fee of one-fifteenth percent per annum on the total amount
of the revolving credit facility. Under both agreements, in
the event of a "change in control," the banks are relieved
of their commitments. Compensating balances are not
required under these agreements.
The company’s credit agreements contain restrictions
relating to the payment of dividends, acquisition of the
company’s stock, aggregate indebtedness for borrowed
money and the maintenance of shareholders’ equity. At
December 3 1 ,1993, $295 million of retained earnings were
unrestricted as to the payment of dividends. Total indebted
ness for all types of borrowed money is lim ited to 150 per
cent of shareholders’ equity, as defined. At December 31,
1993, indebtedness was lim ited to $1,969 m illion.

LONG-TERM LEASES
Effective for leasing transactions entered into on or after
January 1 , 1977, Statem ent o f Financial Accounting Stan
dards No. 13 is the authoritative pronouncement on the
reporting of leases in the financial statements of lessees
and lessors.
Table 2-28, in addition to showing the number of survey
companies reporting capitalized and/or noncapitalized
lessee leases, shows the nature of inform ation most
frequently disclosed by the survey companies for capital
ized and noncapitalized lessee leases. Forty-eight survey
companies reported lessor leases.
Examples of long-term lease presentations and dis
closures follow.

Lessee—Capital Leases
ALBERTSON’S, INC. (JAN)
1994
($000)
Current Liabilities:
Accounts payable
Notes payable
Salaries and related liabilities
Taxes other than income taxes
Income taxes
Self-insurance
Unearned income
Other
Current maturities of long-term debt
Current capitalized lease obligations
Total Current Liabilities
Long-Term Debt
Capitalized Lease Obligations

$600,376
10 ,0 0 0

101,443
38,095
48,622
58,436
19,927
30,277
76,692
6,194
990,062
554,092
110,919

1993

$515,775
5,000
95,820
41,522
29,592
51,870
15,567
26,033
25,757
6,044
812,980
404,476
103,764

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)

Capitalization, Depreciation and Am ortization
Land, buildings and equipm ent are recorded at cost.
Depreciation is provided on the straight-line method over
the estimated useful life of the asset.
The costs of major remodeling and improvements on
leased stores are capitalized as leasehold improvements.
Leasehold improvements are amortized on the straightline method over the shorter of the life of the applicable
lease or the useful life of the asset. Capital leases are
recorded at the lower of fair market value or the present
value of future minimum lease payments. These leases
are amortized on the straight-line method over their
prim ary term .
Beneficial lease rights and lease liabilities are recorded
on purchased leases based on differences between con
tractual rents under the respective lease agreements and
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TABLE 2-28: LONG-TERM LEASES
Number of Companies
1993 1992 1991 1990
Information Disclosed as to
Noncapitalized Leases
Rental expense
Basic....................................
Contingent.............................
Sublease...............................
Minimum rental payments
Schedule of............................
Classified by major
categories of property..........
Information Disclosed as to
Capitalized Leases
Minimum lease payments..........
Imputed interest........................
Leased assets by major
classifications........................
Executory costs........................

493
59
69

490
75

482
64
74

463
63
70

490

479

475

471

23

26

31

34

149
137

164
158

174
156

167
159

50
32

51
31

63
31

75
30

66

Number of Companies
Capitalized and
noncapitalized leases..............
Noncapitalized leases only..........
Capitalized leases only...............
No leases disclosed...................

292
224
28
56

308
194
32
66

66

323
176
31
70

Total Companies.....................

600

600

600

600

320
179
35

prevailing market rents at the date of the acquisition of the
lease. Beneficial lease rights are amortized over the lease
term using the straight-line method. Lease liabilities are
amortized over the lease term using the interest method.
Upon disposal of fixed assets, the appropriate property
accounts are reduced by the related costs and accumu
lated depreciation and am ortization. The resulting gains
and losses are reflected in the consolidated earnings.
Leases
The Company leases a portion of its real estate. The typi
cal lease period is 25 to 30 years and most leases contain
renewal options. Exercise of such options is dependent on
the level of business conducted at the location. In addi
tion, the Company leases certain equipment. Some
leases contain contingent rental provisions based on
sales volume at retail stores or miles traveled for trucks.
Capitalized leases are calculated using interest rates
appropriate at the inception of each lease. Contingent
rents associated with capitalized leases were $2,716,000
in 1993, $2,428,000 in 1992 and $2,570,000 in 1991. Follow
ing is an analysis of the Company’s capitalized leases (in
thousands):

Real estate
Equipment

Feb. 3,
Jan. 28,
1994
1993
$154,157 $145,548
1,641
1,768
$155,798 $147,316

Jan. 30,
1992
$138,116
1,657
$139,773

Accumulated amortization

$ 73,074

$ 70,058

$ 72,176

Future minimum lease payments for capitalized lease
obligations at February 3, 1994 are as follow s (in
thousands):

1994
1995
1996
1997
1998
Remainder
Total minimum obligations
Less interest
Present value of net
minimum obligations
Less current portion
Long-term obligations at
February 3 , 1994

Real
Total
Estate Equipment
$ 374 $ 18,606
$ 18,232
367
18,688
18,321
18,094
18,410
316
18,371
175
18,196
12
17,715
17,703
137,817
137,817
—
1,244
229,607
228,363
(241) (112,494)
(112,253)
116,110
(5,929)
$110,181

1,003
(265)

117,113
(6,194)

$ 738

$110,919

Minimum obligations have not been reduced by minimum
capitalized sublease rentals of $5,327,000 receivable in
the future under noncancelable capitalized subleases.
Rent expense under operating leases was as follows (in
thousands):

Minimum rent
Contingent rent
Less sublease rent

1993
1992
1991
$66,506 $66,130 $56,664
4,641
5,003
4,335
71,147
71,133
60,999
(17,232) (16,511) (14,372)
$53,915 $54,622 $46,627

Future minimum lease payments for all noncancelable
operating leases and related subleases having a remain
ing term in excess of one year at February 3 , 1994 are as
follows (in thousands):

1994
1995
1996
1997
1998
Remainder
Total minimum obligations (receivables)

Real Estate
$ 58,634
60,228
60,407
61,216
63,603
607,139
$911,227

Subleases
$ (14,696)
(14,880)
(14,354)
(13,812)
(13,264)
(29,712)
$(100,718)

The present value of minimum rent payments under oper
ating leases using an assumed interest rate of 9.5% was
approximately $429 m illion at February 3 , 1994.
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GENESCO INC. (JAN)

DONALDSON COMPANY, INC. (JUL)

1994
1993
($000)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary o f Significant Accounting Policies

Property, Plant and Equipment
Property, plant and equipm ent is stated at cost. Deprecia
tion is computed principally by use of declining balance
methods on facilities and equipm ent acquired on or prior
to July 31, 1992. For financial reporting purposes, the
Company adopted the straight-line depreciation method
for all property acquired after July 3 1 , 1992. The effect of
the change was not material to the 1993 financial results.
Depreciation expense includes the am ortization of capital
lease assets.
Note E— C apitalized Leases
The Company leases several production facilities under
long-term leases and has the option to purchase the facili
ties for a nominal cost at the term ination of the lease.
Property, plant and equipm ent includes the following
amounts for leases that have been capitalized:
(Thousands of dollars)
Land
Buildings
Machinery and equipment
Subtotal
Less accumulated depreciation
Total

1993
$ 242
11,081
2,366
13,689
7,034
$ 6,655

1992
$ 242
11,085
2,435
13,762
6,832
$ 6,930

Future minimum payments for capitalized leases were as
follows at July 3 1 , 1993:
(Thousands of dollars)
1994
1995
1996
1997
1998
Thereafter
Total minimum lease payments
Less amount representing interest
Present value of net minimum lease payments
Less current maturities
Long-Term Obligation

$ 937
848
849
849
817
5,600
9,900
3,598
6,302
395
$5,907

Current Liabilities
Current payments on capital leases
Accounts payable and accrued liabilities
Total current liabilities
Long-term debt
Capital leases
Other long-term liabilities

$ 1,821
65,789
67,610
54,000
13,080
28,127

$ 2,365
68,131
70,496
90,000
12 ,888

37,279

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Plant, Equipment and Capital Leases
Plant, equipm ent and capital leases are recorded at cost
and depreciated or amortized over the estimated useful
life of related assets. Depreciation and am ortization
expense is computed principally by the straight-line
method.
Note 6. Plant, Equipm ent and Capital Leases, Net
in Thousands
Plant and equipment:
Land
Buildings and building equipment
Machinery, furniture and fixtures
Construction in progress
Improvements to leased property
Capital leases:
Land
Buildings
Machinery, furniture and fixtures
Plant, equipment and capital leases, at cost
Accumulated depreciation and amortization:
Plant and equipment
Capital leases
Net Plant, Equipment and Capital Leases

1994
$

485
5,830
45,105
1,550
43,474
592
11,203
10,324
118,563

1993
$

271
3,608
40,599
2,801
44,981
592
11,203
7,952
112,007

(64,642)
(56,649)
(8,204)
(1 1 .0 1 2 )
$ 42,909 $ 47,154
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Note 11. Com m itm ents Under Long-Term Leases

THE NEW YORK TIM ES COMPANY (DEC)

Capital Leases
Future minimum lease payments under capital leases at
January 31, 1994, together with the present value of the
minimum lease payments are:
Fiscal Years
1995
1996
1997
1998
1999
Later years
Total minimum payments
Interest discount amount
Total present value of minimum payments
Current portion
Total Non-Current Portion

In thousands
$ 4,006
3,953
3,318
2,562
2,019
7,389
23,247
(7,994)
15,253
(2,365)
$12 ,888

Operating Leases
Rental expense under operating leases was:
(In thousands)
Minimum rentals
Contingent rentals
Sublease rentals
Total Rental Expense

1994
1993
1992
$20,547 $20,327 $19,637
7,798
7,676
7,659
(480)
(514)
(106)
$27,865 $27,489 $27,190

Minimum rental commitments payable in future years are:
Fiscal Years
1995
1996
1997
1998
1999
Later years
Total Minimum Rental Commitments

In thousands
$18,866
17,067
13,687
10,789
8 ,2 0 2

14,059
$82,670

Most leases provide for the Company to pay real estate
taxes and other expenses and contingent rentals based
on sales. Approximately 11% of the Company’s leases
contain renewal options.

NOTES TO FINANCIAL STATEMENTS
3. C apital Investm ent Projects
Depreciation of the building portion of the Company’s
Edison facility, amounting to approximately $14,000,000
per year, began in 1990 when the facility was substantially
completed. Due to the resolution of various labor issues,
commencement of production at the facility was delayed
until late in 1992. Depreciation of the equipm ent began
during the fourth quarter and was phased in as each
element was placed in service with full operation of the
facility beginning in the first quarter of 1993. Depreciation
of the building and equipm ent totaled $33,000,000 in 1993
and w ill increase to $35,000,000 in 1994 when the facility
is operational for a full year.
In February 1993 the Company announced that The
Times closed its printing plant in Carlstadt, New Jersey,
and transferred production and distribution to the new
Edison facility. The carrying value of the facility (approxi
mately $24,000,000) has been included in miscellaneous
assets at December 31, 1993 pending the Company’s
determ ination of the future of the facility. The closing of
the plant and decision related to its future is not expected
to result in a writedown.
In December 1993 the Company and the City of New
York executed a lease agreement and related agreements,
under which the Company w ill lease 31 acres of Cityowned land in Queens, New York, on which The Times
plans to build a state-of-the-art printing and distribution
facility. Such agreement w ill not commence until certain
provisions relating to site preparation have been met and,
accordingly, the transaction has not yet been recorded on
the Company’s financial statements. The Company esti
mates that the cost of the new facility w ill be approximately
$280,000,000 with construction to begin in the summer of
1994 and com pletion expected in 1997. The new facility
w ill replace presses and distribution facilities now located
at The Tim es’s facility in Manhattan. The lease w ill
continue for 25 years after the start of construction with
an option ultim ately to purchase the property. Under
the term s of the agreem ent, The Times would receive vari
ous tax and energy cost reductions. Construction of the
facility is subject to approval of the Company’s Board
of Directors.

9. Lease Com m itm ents
In December 1993, the Company and The C ity of New
York executed a long-term lease agreement and related
agreements, under which the Company w ill lease land to
build a state-of-the-art printing and distribution facility for
The Times (see Note 3).
Operating Leases
Such lease commitments are prim arily for office space
and equipment. Certain office space leases provide for
adjustments relating to changes in real estate taxes and
other operating expenses.
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Rental expense amounted to $24,744,000 in 1993,
$23,689,000 in 1992 and $24,159,000 in 1991. The approxi
mate minimum rental commitments under noncancelable
leases (exclusive of m inim um sublease rentals of
$301,000) at December 31, 1993 were as follows: 1994,
$16,917,000; 1995, $11,977,000; 1996, $9,647,000; 1997,
$8,566,000; 1998, $7,416,000 and $36,427,000 thereafter.
Capital Leases
In connection with its Capital Investment Projects (see
Note 3), the Company entered into a long-term lease for a
building and site in Edison, New Jersey. The lease pro
vides the Company with certain early cancellation rights,
as well as renewal and purchase options. For financial
reporting purposes, the lease has been classified as a
capital lease; accordingly, an asset of approximately
$57,000,000 (included in buildings, building equipment
and improvements at December 3 1 , 1993 and 1992) has
been recorded.
The following is a schedule of future minimum lease
payments under all capitalized leases together with the
present value of the net minimum lease payments as of
December 3 1 , 1993:
Dollars In thousands
Year Ended December 31,
1994
1995
1996
1997
1998
Later years
Total minimum lease payments
Less: amount representing interest
Present value of net minimum lease payments
including current maturities of $2,590

Amount
$ 7,221
6,871
6,623
6,411
6,400
52,800
86,326
37,254
$49,072

Lessee—Operating Leases
APPLE COMPUTER, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Com m itm ents and C ontingencies (In Part)

Lease Commitments
The Company leases various facilities and equipment
under noncancelable lease arrangements. The major
facilities leases are for term s of 5 to 10 years and generally
provide renewal options for term s of up to 5 additional
years. Rent expense under all operating leases was
approximately $170 m illion, $160 m illion, and $163 m illion
in 1993,1992, and 1991, respectively.

Future minimum lease payments under these noncancelable operating leases as of September 24, 1993,
are as follows:

1994
1995
1996
1997
1998
Later years
Total minimum lease payments

(In thousands)
$114,566
95,238
60,161
43,089
22,564
185,101
$520,719

Leases for facilities that were subject to the Company’s
restructuring actions initiated in the third quarter of 1991
and in the third quarter of 1993 are included in the preced
ing table. Future lease payments associated with these
facilities were provided for in the Company’s restructuring
reserves recorded in 1993 and 1991, and therefore do not
represent future operating expenses. Minimum lease
payments may decline in the future, as the leases for facil
ities subject to restructuring actions are term inated or
otherwise completed.
In July 1991, a subsidiary of the Company formed a part
nership, Cupertino Gateway Partners, with a local real
estate developer for the purpose of constructing a
cam pus-type office facility to be leased to the Company by
the partnership. The Company executed six noncancelable
leases with the partnership to lease the buildings for
terms of approximately 17 years. M odifications were made
to the term s of the Cupertino Gateway Partners partner
ship agreement on November 11,1992, and as a result of
these m odifications, the Company now consolidates its
wholly owned subsidiary’s 50.001% investment in the
partnership. Because of the Company’s consolidation of
its investment, future minimum lease payments to the
partnership of approximately $209 m illion have been
excluded from the preceding table.
BERGEN BRUNSW IG CORPORATION (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Leases
The Company conducts certain of its operations from
leased warehouse and office facilities and uses certain
data processing, transportation, and other equipment
under lease agreements expiring at various dates during
the next 15 years, excluding renewal options. Future
minimum rental commitments at August 3 1 , 1993, under
operating leases having noncancelable lease term s in
excess of one year, aggregated $59,865,000, with rental
payments during the five succeeding years of $15,183,000,
$12,084,000, $9,036,000, $7,231,000, and $5,535,000,
respectively. Future minimum rentals to be received
under noncancelable subleases at August 31, 1993,
totaled $706,000. Net rental expense for the years ended
August 31, 1993, 1992 and 1991, was $15,978,000,
$13,988,000 and $15,213,000, respectively, after deducting
sublease income of $675,000, $967,000 and $790,000,
respectively.
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BROWN GROUP, INC. (JAN)

BRUNSW ICK CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10. Leases

The corporation leases substantially all of its retail locations
and certain other equipment and facilities. Approximately
one-third of the retail store leases are subject to renewal
options for varying periods.
In addition to minimum rental payments, certain of the
retail store leases require contingent payments based on
sales levels.
Rent expense from continuing operations for operating
leases amounted to (in thousands):

Minimum payments
Contingent payments

1993
$82,085
2,307
$84,392

1992
$76,860
1,598
$78,458

1991
$73,816
989
$74,805

Rent expense has been reduced by rental income from
subleases of $3,023,000 in 1993, $2,709,000 in 1992 and
$2,819,000 in 1991.
Future minimum payments under noncancelable oper
ating leases with an initial term of one year or more were
as follows at January 2 9 , 1994 (in thousands):

1994
1995
1996
1997
1998
Thereafter
Total minimum lease payments

Operating
Leases
$ 81,043
74,592
65,310
54,194
39,291
90,703
$405,133

Operating lease commitments have been reduced for
rental income from noncancelable subleases by approxi
mately $2,675,000 in 1994 and lesser amounts thereafter
(total reductions $8,804,000). The lease commitments of
approximately $6,141,000 related to the discontinued
leased departments are excluded from the above table.
The corporation is contingently liable for lease com m it
ments of approximately $29,000,000 which prim arily relate
to the Meis and Etage specialty retailing chains which
were sold.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
17. Leases
The Company has various lease agreements for offices,
branches, factories, distribution and service facilities,
certain Company-operated bowling centers, and certain
personal property. These obligations extend through 2032.
Most leases contain renewal options and some contain
purchase options. Many leases for Company-operated
bowling centers contain escalation clauses, and many
provide for contingent rentals based on percentages of
gross revenue. No leases contain restrictions on the Com
pany’s activities concerning dividends, additional debt or
further leasing.
Rent expense consisted of the following:
(In millions)
Basic expense
Contingent expense
Sublease income
Rent expense, net

1993
$2 1 .2

1992
$21.5

0 .6

1.1

(1 .2 )

(1.5)

$2 0 .6

$21.1

1991
$22.9
1.0

(3.0)
$20.9

Future minimum rental payments at December 31, 1993,
under agreements classified as operating leases with
noncancelable term s in excess of one year, are as follows:
(In millions)
$3.2
1994
2.5
1995
1.7
1996
1.6
1997
1.3
1998
2.7
Thereafter
Future minimum operating lease rental payments (not
reduced by minimum sublease rentals of $1.3 million)____ $13.0

UNITED FOODS, INC. (FEB)
NOTES TO FINANCIAL STATEMENTS
Note 8. Leases
The Company leases certain property and equipm ent
under noncancelable leases which expire at various dates
to 1999. In most cases, management expects that in the
normal course of business, leases that expire w ill be
renewed or replaced by other leases.
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The present value of future minimum lease payments
required under operating leases that have initial or
remaining noncancelable term s in excess of one year
were as follows:
Year ending February 28 or 29,
1994
1995
1996
1997
1998
After 1998
Total minimum lease payments

Operating leases
$ 3,214,000
3,097,000
1,835,000
1,200,000
1,091,000
4,099,000
$14,536,000

Rent expense under operating leases used in continuing
operations consists of:

Minimum rentals
Contingent rentals
Total rent expense

Year ended February 28 or 29,
1993
1992
1991
$3,708,000 $2,476,000 $ 955,000
33,000
37,000
79,000
$3,741,000 $2,513,000 $1,034,000

Certain leases contain renewal options and some have
purchase options, and generally provide that the Com
pany shall pay for insurance, taxes and maintenance.

SUMMARY OF ACCOUNTING POLICIES
Investm ents (In Part)

Leveraged Leases
The Company’s investment in leveraged leases consists
of the rentals receivable net of the principal and interest
on the related nonrecourse debt, estimated residual value
of the leased property and unearned income. The
unearned income is recognized as leveraged lease reve
nue in income from investments over the lease term.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in Thousands, Except Per Share)
Note 9— Leveraged Leases
The Company is an equity participant in leveraged leases
of aircraft and communication satellite transponders. As
the Company has no general liability for the nonrecourse
debt attributable to the acquisition of such assets, the
debt has been offset against the related rentals receiva
ble. The net investment in leveraged leases consists of:

1993
Rentals receivable (net of principal and
interest on nonrecourse debt)
Estimated residual value
Unearned and deferred income
Investment in leveraged leases
Deferred income taxes
Net investment

1992

$15,069 $13,917
11,308
13,641
(6,505)
(6,756)
21,954
18,720
(16,689) (12,562)
$ 5,265 $ 6,158

Lessor Leases
A summary of the components of income from leveraged
leases follows:
PITTWAY CORPORATION (DEC)

Total current assets
Property, Plant and Equipment, at cost:
Buildings
Machinery and equipment
Less: Accumulated depreciation
Land
Investments:
Real estate and other ventures
Leveraged leases (Note 9)

1993
1992
($000)
$272,533 $250,017
25,530
132,168
157,698
81,375
76,323
2,403
78,726

26,098
110,652
136,750
71,845
64,905
2,983
67,888

51,153
21,954
73,107

39,713
18,720
58,433

Income before income taxes
Current income tax benefit
Deferred income taxes
Income from leveraged leases

1993
$1,706
3,711
(4,183)
$1,234

1992
1991
$1,414 $ 137
1,367
1,700
(1,900) (1,405)
$1,214 $ 99

Minimum annual rent receivable (net of principal and
interest on nonrecourse debt) under leveraged leases for
the next five years beginning with 1994 are $223, $1,305,
$274, $567, $1,490 and an aggregate of $11,210 thereafter.
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RAYTHEON COMPANY (DEC)

SUPERVALU INC. (FEB)
1993

1992

($000)

($ 000)

Total current assets
Property, plant, and equipment, net
(Notes A and E)

1992

1993

$4,609,243

$3,775,797

1,422,086

1,420,045

Total current assets
Long-term notes receivable
Long-term investment in direct
financing leases

$1,573,593
82,534

$1,163,270
49,193

92,103

78,734

Note A (In Part): Accounting Policies

Lease Accounting
Revenues from certain qualifying noncancelable aircraft
lease contracts are accounted for as sales-type leases
wherein the present values of all payments, net of execu
tory costs, are recorded currently as revenues, and the
related costs of the aircraft are charged to cost of sales.
Associated interest, using the interest method, is recorded
over the terms of the lease agreements. Ail other leases
for aircraft are accounted for under the operating method
wherein revenues are recorded as earned over the rental
aircraft lives. Service revenues are recognized ratably
over contractual periods or as services are performed.
Note E. Property, Plant, and Equipm ent

Property, plant, and equipment consisted of the following
at December 31:
1993

1992

(In thousands)
Land
Buildings and leasehold improvements
Machinery and equipment
Equipment leased to others
Less accumulated depreciation
and amortization

$

47,496
904,799
2,578,395
59,643
3,590,333

2,168,247
$1,422,086

$

46,254
888,039
2,482,229
61,636
3,478,158

2,058,113
$1,420,045

Accumulated depreciation of equipment leased to others
was $7,854,000 and $8,550,000 at Dec. 31,1993 and 1992,
respectively.
Future minimum lease payments from noncancelable
Aircraft Products’ operating leases, which extend to 2004,
amounted to $17,904,000.
At Dec. 3 1,1993, these payments were due as follows:
(In thousands)
1994
1995
1996

$4,360
3,425
1,993

(In thousands)
1997
1998
Thereafter

$1,485
1,491
5,150

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Leases (In Part)
Direct Financing Leases
Under direct financing capital leases, the company leases
buildings on behalf of independent retailers with term s
ranging from 3 to 25 years.
Future minimum rentals to be received under direct
financing leases and the related future minimum obliga
tions under capital leases in effect at February 27, 1993
are as follows:
Direct Financing Capital Lease
Year
Obligations
Lease Receivables

(In thousands)
1994
1995
1996
1997
1998
Later
Total minimum lease payments
Less unearned income
Less interest
Present value of net minimum
lease payments
Less current portion
Long-term portion

$ 22,349
21,024
19,346
17,695
15,861
84,051
180,326

77,778
—
102,548
10,445
$ 92,103

$ 19,594
18,508
17,285
15,942
14,279
76,250
161,858
—

66,065
95,793
9,574
$ 86,219

Contingent rental income earned, based primarily on
sales performance, for direct financing leases was $1.5,
$1.4 and $1.7 million for 1993,1992 and 1991, respectively.
Contingent rental expense paid, based primarily on sales
performance, for direct financing leases was $1.8, $1.0
and $1.4 million in 1993,1992 and 1991, respectively.
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STORAGE TECHNOLOGY CORPORATION (DEC)
1992

1993
($ 000)

Assets
Cash, including cash equivalents of $181,583
in 1993 and $70,128 in 1992, and restricted
cash of $3,857 in 1993 and $4,187 in 1992 $255,062
Short-term investments
16,042
Accounts receivable, net of allowance for
doubtful accounts of $12,452 in 1993 and
$11,949 in 1992
218,701
Notes and installment receivables
9,973
Net investment in sales-type leases (Note 3)
171,165
Inventories, at lower of cost (first-in, first-out)
or market
203,257
Total current assets
874,200
Notes and installment receivables
13,968
Net investment in sales-type leases (Note 3)
252,678

$117,954
313,350
9,625
193,078
156,136
790,143
21,228
309,160

Less: Current portion

Dec. 31,
1993

Dec. 25,
1992

$ 499,295

$ 550,201

(50,017)
449,278
24,879
(50,314)
423,843
(171,165)
$252,678

(41,464)
508,737
73,206
(79,705)
502,238
(193,078)
$309,160

Future minimum lease payments due from customers
under sales-type leases and noncancellable operating
leases as of December 3 1 , 1993, are as follows:

In thousands of dollars
1994
1995
1996
1997
1998
Thereafter

Sales-Type
Leases
$2 1 0 ,1 1 0
155,363
86,354
37,431
9,654
383
$499,295

ACTION INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 3— Sales-Type and O perating Leases
The components of net investment in sales-type leases
are as follows:

In thousands of dollars
Total minimum lease and
maintenance payments
Less: Executory costs
(maintenance payments)
Net minimum lease payments
Estimated unguaranteed residual values
Less: Unearned interest income

Sale-Leaseback

Operating
Leases
$17,276
10,450
2,775
170
23
—
$30,694

Of the future minimum lease payments due from cus
tomers under sales-type leases, the following amounts
w ill be remitted under recourse and nonrecourse borrow
ing arrangements (see Note 7): $109,007,000 in 1994;
$84,487,000 in 1995; $45,330,000 in 1996; $17,361,000 in
1997; and $4,607,000 in 1998.

Note E— Sale/Leaseback
In April 1991 the Company completed the refinancing of
its headquarters facility under a sale/leaseback arrange
ment. The facility was sold for $14 m illion, $35 m illion of
which is in the form of an interest bearing note receivable
due in April 1995. The rem ainder was received in cash.
The transaction has been accounted for as a financing,
wherein the property remains on the books and w ill
continue to be depreciated. A financing obligation
representing the proceeds has been recorded, to be
reduced based on payments under the lease. The proceeds
of the note receivable w ill be credited to the financing obli
gation, and am ortized as a reduction of operating
expenses over the rem aining life of the lease. The lease
has a term of twelve years for the office and eight years for
the warehouse and requires minimum annual rental
payments of $1,700,000 In 1994, $1,700,000 In 1995,
$1,856,000 in 1996, $1,902,000 in 1997, $1,902,000 in 1998
and $2 ,5 2 2 , 0 0 0 thereafter. The Company has the option to
renew the lease at the end of the respective lease terms,
and the option to purchase the property at the end of the
warehouse lease.
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OTHER NONCURRENT LIABILITIES

Deferred Income Taxes

in addition to long-term debt, many of the survey compa
nies presented captions for deferred taxes, m inority
interests, employee related liabilities, estimated losses or
expenses, and deferred credits. Table 2-29 summarizes
the nature of such noncurrent liabilities and deferred
credits.

TABLE 2-29: OTHER NONCURRENT LIABILITIES

Deferred income taxes...............
Minority interest........................
Liabilities of nonhomogeneous
operations.............................
Employee Liabilities
Benefits ..................................
Minimum pension liability..........
Other pension accruals..............
Deferred compensation,
bonus, etc..............................
Other— described......................
Estimated losses
or expenses
Discontinued operations.............
Environmental...........................
Insurance ................................
Warranties...............................
Other— described......................
Deferred credits
Deferred profit on sales.............
Payments received prior to
rendering service...................
Other— described......................

Number of Companies
1993 1992 1991 1990
462
487
451
419
138
135
137
140
24

22

24

27

218
137

156

20

120

101

47
142
97

51
10

122

48
9

47
14

THE LOUISIANA LAND AND
EXPLORATION COMPANY (DEC)
1993
1992
($ millions)
Current Assets:
Cash, including cash equivalents (1993— $15.5;
1992-$32.7)
Accounts and notes receivable, principally trade
Income taxes receivable
Inventories
Prepaid expenses
Deferred income taxes (Note 11)
Total Current Assets
•

138
102

53

•

•

•

Total Current Liabilities
Deferred income taxes (Note 11)
Long-term debt
Other liabilities

$ 33.3
109.7
5.2
26.8
12.7

$ 40.5
74.6
5.8
25.6
6.3

2 .6

—

190.3
•

152.8

•
$174.7
151.2
734.5
178.5

$173.0
148.8
343.0
127.7

12

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

44
39
20

38
27
18

31
24
18

31
22

15

9
50

10

8

6

39

53

45

16

14

23

21

8

10
8

9
9

12

18

16

11 (In Part): Incom e Taxes
The tax effects of tem porary differences that give rise to
significant portions of the deferred tax assets and
deferred tax liabilities are as follows:
(Millions of dollars)
Deferred tax asset:
Deferred foreign tax credits
Foreign tax credit carryforwards
Alternative minimum tax credit carryforward
Employee benefits
Other
Total gross deferred tax assets
Less valuation allowance
Net deferred tax assets

Deferred tax liabilities:
Property, plant and equipment, principally due to
differences in depreciation and capitalized interest
Other
Total gross deferred tax liabilities

1993
$

2 2 .8
10.2

5.2
18.7
12 .8

69.7
(17.8)
51.9

(178.7)
(2 1 .8 )
(200.5)
$(148.6)

The net change in the valuation allowance for the year
ended December 3 1 ,1993 was an increase of $3 m illion.
This change was made to provide for uncertainties
surrounding the realization of certain foreign tax credit
carryforwards. The remaining balance of the deferred tax
assets should be realized through future operating results
and the reversal of taxable tem porary differences.
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PEPSICO, INC. (DEC)

Total Current Liabilities
Long-Term Debt
Other Liabilities
Deferred Income Taxes

1992
1993
($ millions)
$6,574.9 $4,557.6
7,964.8
7,442.6
1,390.8
1,342.0
1,682.3
2,007.6

to be indefinitely reinvested, aggregated approximately
$3.2 billion at year-end 1993 and $2.4 billion at year-end
1992, exclusive of amounts that if rem itted in the future
would result in little or no tax under current tax laws and
the Puerto Rico tax incentive grant. Determination of
the amount of unrecognized deferred tax liabilities is
not practicable.
SUN COMPANY, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular dollars in m illions, except per share am ounts)
Note 13 (In Part): Incom e Taxes
Detail of the 1993 and 1992 deferred tax liabilities (assets):

1993
Intangible assets other than
nondeductible goodwill
Property, plant and equipment
Safe Harbor Leases
Zero coupon notes
Other
Gross deferred tax liabilities
Postretirement benefits
Net operating loss carryforwards
Restructuring accruals
Deferred state income taxes
Various accrued liabilities and other
Gross deferred tax assets
Deferred tax assets valuation allowance
Net deferred tax liability
Included in:
“ Prepaid expenses, taxes and other
current assets"
“ Other current liabilities"
“ Deferred Income Taxes"

1992

$1,551.0 $1,292.2
526.8
552.3
185.6
177.5
96.0
103.5
233.2
549.0
2,333.8
2,933.3
(238.4)
(268.0)
(241.5) (138.6)
(73.2)
(42.0)
(63.3)
(39.9)
(383.0)
(697.6)
(896.5)
(1,289.0)
181.3
249.0
$1,893.3 $1,618.6

$ (138.2) $ (107.9)
44.2
23.9
1,682.3
2,007.6
$1,893.3 $1,618.6

The valuation allowance related to deferred tax assets
rose by $67.7 m illion in 1993 and $38.5 m illion in 1992,
which offset higher deferred tax assets arising prim arily
from increased net operating loss carryforwards. The net
operating loss carryforwards largely relate to a number of
foreign and state jurisdictions and expire over a range
of dates.
The deferred tax liability for Safe Harbor Leases (the
Leases) is related to transactions, which PepsiCo entered
into in 1981 and 1982, that decreased income taxes paid
by PepsiCo over the initial years of the Leases and are
now increasing taxes payable. Additional taxes paid in
1993 related to the Leases totaled $6.4 m illion, and taxes
payable are estimated to be $40.5 m illion over the next five
years. The provision for income taxes is not impacted by
the Leases.
Deferred tax liabilities have not been recognized for
bases differences related to investm ents in foreign
subsidiaries and joint ventures. These differences, which
consist p rim a rily of unrem itted earnings intended

1992
1993
($ millions)
Current Assets
Cash and cash equivalents
Accounts and notes receivable, net of allowances
of $11 in both 1993 and 1992
Inventories
Deferred income taxes (Note 6 )
Total Current Assets
•

•

•

•

Total Current Liabilities
Long-Term Debt
Retirement Benefit Liabilities
Deferred Income Taxes (Note 6 )
Other Deferred Credits and Liabilities
Commitments and Contingent Liabilities
Minority Interest

$ 118

$ 179

572
464
123
1,277

701
451
—

1,331

•

•

$1,505
726
523
369
421

$1,746
792
514
400
464

372

259
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6 (In Part): Incom e Taxes
Under the liability method, the tax effects of tem porary
differences which com prise the deferred tax assets and
liabilities are as follows:

(Millions of Dollars)
Deferred tax debits:
Retirement benefit liabilities
Other liabilities not yet deductible
Alternative minimum tax credit carryforward
Investments in operations held for sale
Other
Valuation allowance

Deferred tax credits:
Depreciation and depletion
Investments in foreign subsidiaries
Investment in leases
Other
Net deferred income tax liability

Dec. 31,
1993

Jan. 1,
1993

$162
252
53
70
(94)
543

$156
278
79
104
43
(98)
562

(655)
(24)
(45)
(65)
(789)
$(246)

(598)
(27)
(58)
(64)
(747)
$(185)

100

Of the $246 m illion net deferred income tax liability at
December 3 1 , 1993, $123 m illion is reflected as a current
asset and $369 m illion is reflected as a noncurrent liability
in the consolidated balance sheet.
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Minority interests

M cDo n n e l l

d o u g l a s c o r p o r a t io n

1993
1992
($ millions)

BORDEN, INC. (DEC)

Total Current Liabilities
long-term debt
Deferred income taxes
Non-pension postemployment benefit
obligations
Other long-term liabilities
Minority interest

1993
1992
($ millions)
1,371.5 $1,807.8
1,240.8
1,329.9
47.1
66.8
353.3
103.8
508.8
2,254.3

317.7
79.3
518.2
2,319.9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars In m illions, except p er share data)

7. M inority Interest
In 1991 three wholly owned subsidiaries of the Company
contributed $1,700.5 in assets to T.M.I. Associates, L.P., a
Delaware lim ited partnership (the P artnership), in
exchange for a 77.28% general partner interest in the
Partnership. The contributed assets consisted of selected
tradem arks which are licensed to the Company pursuant
to exclusive long-term license agreements, a long-term
note guaranteed by the Company and cash. Additionally,
an outside investor contributed $500.0 in cash to the Part
nership in exchange for a 22.72% lim ited partner interest.
The Partnership, whose purpose is to invest in and man
age a portfolio of assets, is a separate and distinct legal
entity from the Company. For financial reporting purposes
the Partnership’s assets, liabilities and earnings are con
solidated with those of the Company, and the limited part
ner’s interest in the Partnership is included in the
Company’s financial statements as m inority interest.
CAPITAL CITIES/ABC, INC. (DEC)

Total current liabilities
Deferred compensation
Deferred income taxes
Program licenses and rights, noncurrent
Other liabilities
Long-term debt due after one year
Total liabilities
Minority interest

(d e c )

1993
1992
($000)
$ 870,741 $1,094,872
93,435
109,649
240,935
249,154
42,233
40,953
243,859
241,274
616,661
912,110
2,631,789
2,124,078
96,424
84,619

Liabilities:
Accounts payable and accrued expenses
$2,190
Accrued retiree benefits
1,388
Income taxes
574
Advances and billings in excess of related costs 1,251
Notes payable and long-term debt:
Aerospace segments
1,625
Financial services and other segment
1,513
8,541
Minority Interest
72

$ 3,018
1,544
572
1,384
2,767
1,474
10,759

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

M inority Interest
M inority interest represents the lim ited partner’s equity
interest in a real estate venture. MDC is the general part
ner and contributed land, buildings and improvements to
the partnership. At December 3 1 ,1993, MDC’S participa
tion in the partnership was approximately 53%.
TEXAS INDUSTRIES, INC. (MAY)
1993

1992

($ 000)

Total Current Liabilities
Long-Term Debt
Deferred Federal Income Taxes and
Other Credits
Minority Interest

$101,124
267,243

$105,422
289,390

71,313
35,109

63,387
36,637

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)
The consolidated fin a n cia l statem ents include the
accounts of Texas Industries, Inc. (the Company) and all
subsidiaries. The m inority interest represents the 19.1%
separate public ownership of Chaparral Steel Company
(Chaparral).
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ENVIROQ CORPORATION (MAR)

CAM PBELL SOUP COMPANY (JUL)

Total current liabilities
Long-term debt
Deferred compensation

Total current liabilities
Long-term debt
Non-pension postretirement benefits (Note 8)
Other liabilities
Total liabilities

1992
1993
($ millions)
$1,850.5 $1,299.7
693.3
461.9
—
369.7
333.2
511.4
2,326.2
3,193.5

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illion dollars)
8 (In P art): Pension Plans and R etirem ent Benefits

Retiree Benefits
The Company provides certain health care and life insur
ance benefits (postretirem ent benefits) to substantially all
retired U.S. employees and their dependents. Employees
who have 10 years of service after the age of 45 and retire
from the Company are eligible to participate in the pos
tretirem ent benefit plans.
Postretirement benefit expense for 1993 was comprised
of the following:
Benefits earned during the year
Interest cost
Postretirement benefit expense

$16.0
29.9
$45.9

Healthcare claim s and death benefits paid totaled $17.9 in
1993, $16.4 in 1992 and $15.3 in 1991.
The 1993 postretirem ent benefit obligation included the
following components:
Actuarial present value of benefit obligations:
Retirees
Fully eligible active plan participants
Other active plan participants
Accumulated benefit obligation
Unrecognized net loss
Accrued postretirement benefit liability

$244.5
81.0
93.2
418.7
(29.0)
$389.7

The discount rate used to determine the accumulated
postretirem ent benefit obligation was 7.5%. The assumed
initial healthcare cost trend rate used to measure the
accum ulated postretirem ent benefit obligation was
12.5%, declining to 6.0% over a period of 12 years and
continuing at 6.0% thereafter. A one-percentage-point
increase in the assumed healthcare cost trend rate would
have increased the 1993 accumulated postretirem ent
benefit obligation by $47.0 and postretirem ent benefit
expense by $6.5.
Obligations related to international postretirem ent ben
efit plans are not significant since these benefits are
generally provided through government-sponsored plans.
Postretirement benefits payable in fiscal 1994 of $20.0
are included in “ Accrued liabilities."

1993
$1,771,470
465,517
363,567

1992
$1,932,844
534,482
285,372

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. Deferred Com pensation Benefits
The Company has established nonqualified deferred
compensation agreements for certain employees provid
ing for fixed annual benefits ranging from $10,000 to
$50,000 payable over a period of 10 years In event of
death, full disability or retirem ent at age 65.
Benefits w ill be funded by life insurance contracts pur
chased by the Company. The cost of these benefits is
being charged to expense and accrued using a present
value method over the expected term s of employment.
The charge to expense for the years ended March 1993,
1992 and 1991 was $78,195, $57,324, and $52,113, respec
tively. The Company reserves the right to term inate
these agreements.

LACLEDE STEEL COMPANY (DEC)
1992
1993
($000)
$155,494 $138,628

Total current assets
Non-Current Assets;
Intangible assets
Bond funds in trust
Prepaid pension contributions
Deferred income taxes
Other
Total noncurrent assets
•

•

•

25,872
3,467
13,174

23,252
5,474
15,713
27,083
1,654
73,176
•

Current Liabilities:
Accounts payable
Accrued compensation
Current portion of long-term debt
Notes payable to banks
Taxes, other than income taxes
Accrued costs of pension plans
Current portion of restructuring charges
Other
Total current liabilities
Noncurrent Liabilities;
Accrued costs of pension plans
Accrued postretirement medical benefits
Other

•

—

1,946
44,459
•

$ 25,421
8,788
10,981
7,500
733
9,963
622
2,653
66,661

$ 27,062
8,100
928

54,287
77,801
7,549

40,546

—

818
10,266
4,345
3,706
55,225

—

6,963

O ther N oncurrent Liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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NEUTROGENA CORPORATION (OCT)

Note 5 (In P art): Employee B enefits

Defined Benefit Pension Plans
The Company has several noncontributory defined benefit
pension plans providing retirem ent benefits for substan
tially all employees. Benefits under the plans are prim arily
based on years of service and employee’s compensation
prior to retirem ent. Annual pension plan funding is based
on the range of deductible contributions perm itted by
ERISA regulations, taking into account the Company’s
current income tax situation.
A summary of the funded status of the plans is as fol
lows (thousands of dollars):
December 31 1993
Assets. Accumulated
Exceed
Benefits
Exceed
Accumulated
Benefits
Assets
Actuarial present value
of accumulated
benefit obligation:
Vested
Non-Vested
Total
Projected benefit
obligation
Plan assets at fair value
Projected benefit
obligation (in access of)
less than plan assets
Unrecognized net
obligation at transition
date, January 1 ,1987
Unrecognized (gains) and
losses, net
Unrecognized prior
service cost
Adjustment required to
recognize minimum
liability
Net pension cost
recorded on
balance sheet

Total

1993
1992
($000)
$63,629 $52,954
3,098
2,120
975
1,630
67,702
56,704

Total current liabilities
Deferred compensation (Note 5)
Deferred income taxes
Total liabilities

Note 5 (In Part): R etirem ent Plans
The Company has a Supplemental Deferred Plan for
certain key employees, Effective November 1, 1992, the
Company suspended its future contributions to this Plan.
The deferred compensation expenses for this plan in
1993, 1992 and 1991 were $168, $374 and $394, respec
tively. Effective January 1, 1993, the Company put into
effect a Supplemental Executive Retirement Plan (SERP)
for certain key executives. The expense for this plan in
1993 was $407.

SCIENTIFIC INDUSTRIES, INC. (JUN)
$(49,832)
(1,980)
$(51,812)

$(123,390) $(173,222)
(8,456)
(10,436)
$(131,846) $(183,658)

$(52,643)
53,693

$(132,671) $(185,314)
68,615
122,308

1,050

(64,056)

(63,006)

(1.315)

13,981

12,666

13,762

25,180

38,942

1,205

6,565

7,770

(44,909)

(44,909)

$(63,239)

$(48,537)

$ 14,702

In accordance w ith FASB Statement No. 87, the Company
has recorded an additional minimum pension liability for
underfunded plans of $44,909,000 at December 3 1 , 1993
and $28,287,000 at December 3 1 , 1992, representing the
excess of unfunded accumulated benefit obligations
over previously recorded pension cost liabilitie s. A
corresponding amount is recognized as an intangible
asset except to the extent that these additional liabilities
exceed related unrecognized prior service cost and net
transition obligation, in which case the increase in liabili
ties is charged directly to stockholder’s equity. As of
December 3 1 ,1993, $24,352,000 of the excess minimum
pension liability resulted in a charge to equity, net of
income taxes, of $15,098,000. As of December 31, 1992,
the excess minimum liability was $5,017,000 and the after
tax charge to equity was $3,111,000.

Total current liabilities
Deferred compensation (Note 6)

1993
1992
$243,900 $200,800
27,500

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Com m itm ents and Contingencies
On January 1, 1993, the company extended an employ
ment contract with its president to December 31, 1995.
The contract provides for a minimum annual salary of
$106,000 plus additional amounts based on the consum er
price index. The contract also provides for the payment of
an annual bonus at the sole discretion of the Board of
Directors. An additional agreement with the President
provides that, in the event of term ination of the President’s
employment within three years after a change of control of
the Company, as defined, the Company would be liable
for a maximum of three years’ salary plus certain benefits.
Another officer has a sim ilar contract, expiring on Decem
ber 31,1994, with an annual salary of $69,000.
The em ploym ent contracts provide th a t, at the
employee’s option, a portion of their compensations may
be deferred to future years. The deferred amounts are to
be placed in a separate investment account and all earn
ings or losses w ill be for the benefit of the employee. The
balance due to the employee is payable out of (but not
secured by) the account, in five equal annual installm ents
commencing after the term ination of employment. In the
event of a change in control of the Company, the entire
balance is im m ediately payable. As of June 30, 1993,
$27,500 of accrued compensation due to the President
has been deferred.
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TELEDYNE, INC. (DEC)

TASTY BAKING COMPANY (DEC)

Total current liabilities
Long-term debt, less current portion
Long-term obligations under capital
leases, less current portion
Deferred income
Accrued pensions and other liabilities
Postretirement benefits other
than pensions

1993
$12,809,256
8,572,389

1992
$17,287,360
14,255,701

2,634,101
4,642,445
11,554,424

2,929,256
6,117,343
10,721,376

($ millions)
Total Current Liabilities
Long-Term Debt
Accrued Postretirement Benefits
Deferred Income Taxes
Other Long-Term Liabilities

20,049,638

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ft Postretirem ent Benefits O ther than Pensions
In addition to providing pension benefits, the company
also provides certain unfunded health care and life insur
ance programs for substantially all retired employees.
These benefits are provided through contract with insurance
companies and health service providers.
The net periodic postretirem ent benefit cost of continu
ing operations in 1993 included the following components:
Service cost
Interest cost

$ 328,380
1,645,744
$1,974,124

The amounts recognized in the company’s balance sheet
at January 1 , 1994 were as follows:

1992

1993
448.3
356.6
277.5
—

114.9
1,197.3

471.8
449.7
—

55.8
117.5
1,094.8

NOTES TO FINANCIAL STATEMENTS
Note 8 (In Part): Postretirem ent and
Postem ploym ent B enefits
The assumed health care cost trend rate used in measuring
the accumulated postretirem ent benefit obligation was
11.5 percent in 1993, gradually declining to 6.5 percent in
the year 2001 and remaining at that level thereafter. A one
percentage point increase in the assumed health care
cost trend rate for each year would increase the accumu
lated postretirem ent benefit obligation by $33.9 m illion
and the 1993 postretirem ent benefit expense by $3.1 m il
lion. A discount rate of 8.0 percent was used in determining
the postretirem ent expense. A discount rate of 7.0 percent
was used to determine the postretirement benefit obligation
at December 3 1 ,1993.
Accum ulated postretirem ent benefit obligation at
December 3 1 , 1993 was as follows (in m illions):

1993
Accumulated postretirement benefit obligation:
Retirees
Fully eligible active employees
Other active employees

$15,967,213
1,866,894
2,215,531
$20,049,638

The accumulated postretirem ent benefit obligation was
determined at January 1, 1993 using an 8.5% weighted
average discount rate and an assumed compensation
increase rate of 6% . The health care cost trend rates are
anticipated to be 10.8% and 12.2% In 1994 for pre-65 and
post-65 benefits, respectively, gradually declining to 5%
In eleven years and remaining at that level thereafter. The
health care cost trend rates assumption has a significant
effect on the amounts reported. For example, a 1%
increase in the health care trend rate would increase the
accum ulated p ostretirem en t b e n e fit o b lig a tio n by
$649,000 at January 1 , 1994 and the net periodic cost by
$87,000 for the fiscal year 1993.

Accumulated present value of benefit obligations:
Retirees
Other fully eligible plan participants
Other active plan participants
Accumulated benefit obligation
Accumulated benefit obligation:
Included in balanace sheet;
Current portion included in accrued liabilities
Accrued postretirement benefits
Not included in balance sheet:
Unrecognized net loss due to experience different
from that assumed and changes in the discount rate
Accumulated benefit obligation

$278.1
30.2
27.7
$336.0

$ 21.7
277.5
36.8
$336.0

249

Other Noncurrent Liabilities

Environmental Costs

Costs/Liabilities Related To
Discontinued Operations

ORYX ENERGY COMPANY (DEC)
JOHNSTON INDUSTRIES, INC. (JUN)
1993
Total Current Liabilities
Long-Term Debt
Other Liabilities

1993
$34,680,000
22,500,000
15,577,000

1992
$26,868,000
30,000,000
13,304,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. S teel Fabrication O perations
The accompanying balance sheets as of June 30, 1993
and 1992 include accruals of $4,752,000 and $4,641,000,
net of related deferred income tax benefits of approxi
mately $3,076,000 and $3,299,000, respectively, for the
remaining costs expected to be incurred in phasing out
the Company’s steel fabrication operations. These costs
are principally related to health insurance, and death
benefits for form er employees. These operations were
closed in 1981.
In 1990, the Company was notified of a possible future
claim for contribution towards the cost of remediation of
contaminated soils and groundwater at a property owned
by a form er affiliate of the Company. No legal action has
been initiated, and management believes settlem ent of
this issue w ill not have a material effect on the Company’s
financial statements.
During 1992, the Company was notified by the Federal
Environmental Protection Agency (EPA) and Michigan
Department of Natural Resources (MDNR) that the EPA
and MDNR believe the Company is a potentially responsi
ble party for the remediation of contamination at a form er
landfill facility previously utilized by the Company’s steel
fabrication operations. Although the Company believes it
is premature to estimate what liability, if any, it may have at
this site, management believes resolution of this matter
w ill not have a material effect on the Company’s financial
statements.
Management believes that the accruals described
above are sufficient to cover the estimated costs to com
ply with the terms of settlem ents and other matters.
9. O ther L iabilities
Other liabilities consist of the following at June 3 0 , 1993
and 1992:

Estimated phase out costs of steel
fabrication operations (see Note 2)
Deferred income taxes
Additional pension liability
(see Note 15)
Other

1993

1992

$ 4,093,000
6,472,000

$ 3,982,000
4,022,000

3,869,000
1,143,000
$15,577,000

4,281,000
1,019,000
$13,304,000

1992

($ millions)
Total Current Liabilities
Long-Term Debt
Deferred Income Taxes
Deferred Credits and Other Liabilities (Note 16)

$ 324
1,741
682
201

$ 568
1,489
706
158

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16. Deferred C redits and O ther Lia b ilitie s
At December 31, the Company’s deferred credits and
other liabilities were comprised of the following:

1993

1992

(Millions of Dollars)
Employee benefit obligations
Deferred gains on interest futures
Accrued acquisition financing
Minority interest in consolidated subsidiaries
Accrued environmental cleanup costs
Other

$ 75
37
33
27
20
9
$201

$ 80
10
—

32
20
16
$158

Environmental cleanup costs have been accrued in
response to the identification of several sites that require
cleanup based on environmental pollution, some of which
have been designated as superfund sites by the Environ
mental Protection Agency (EPA). The Company has been
designated as a Potentially Responsible Party (PRP) at a
site in southern C alifornia where the EPA is requiring the
PRP’s to undertake remediation of the site in several
phases. The Company is a member of the group that is
responsible for carrying out the first phase of the work,
which is expected to take 5 to 8 years. Completion of ail
phases is estimated to take up to 30 years. The maximum
liability of the group, which is joint and several for each
member of the group, is expected to range from approxi
mately $450 million to $600 million, of which the Company’s
share is expected to be approximately $10 m illion (net of
$3 m illion in recoveries from third parties). Cleanup costs
are payable over the period that the work is completed.
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REYNOLDS METALS COMPANY (DEC)

TOSCO CORPORATION (DEC)
1993

1992

1993

Total current liabilities
Long-term debt
Postretirement benefits
Environmental (Note M)
Deferred taxes
Other liabilities

$1,180.9
1,989.6
1,260.9
258.9
156.8
238.6

$1,185.3
1,797.7
1,196.5
287.5
165.9
204.1

Note M— Environm ental Expenditures
The Company’s policy is to accrue remediation costs
when it is probable that such efforts w ill be required and
the related costs can be reasonably estimated.
The Company is involved in various worldwide envi
ronmental improvement activities resuiting from past
operations, including designation as a potentially respon
sible party (PRP) with others, at various EPA designated
Superfund sites. In developing its estimate of environmental
remediation costs, the Company considers, among other
things, currently available technological solutions,
alternative c leanup methods and risk-based assessments
of the contamination and, as applicable, an estim ation of
its proportionate share of remediation costs. The Company
may also make use of external consultants, and consider,
when available, estimates by other PRP’s and governmental
agencies and inform ation regarding the financial viability
of other PRP’s. Based upon information currently available,
the Company believes it is unlikely that it w ill incur
substantial additional costs as a result of failure by other
PRP’s to satisfy their responsibilities for remediation costs.
The Com pany has recorded am ounts w hich, in
management’s best estimate, w ill be sufficient to satisfy
anticipated costs of known remediation requirements. At
December 31,1993, the Company had accrued $298 million
for estimated environmental remediation costs. Expendi
tures relating to costs currently accrued are expected to
be made over the next 15 to 20 years with the m ajority to
be spent by the year 2000. As a resuit of factors such as
the continuing evolution of environm ental laws and
regulatory requirements, the availability and application
of technology, the identification of presently unknown
remediation sites and the allocation of costs among
potentially responsible parties, estimated costs for future
environmental compliance and remediation are necessarily
im precise and it is not possible to predict the amount or
tim ing of future costs of environm ental rem ediation
requirements which may subsequently be determined.
Based upon inform ation presently available, such future
costs are not expected to have a m aterial adverse effect
on the Company’s com petitive or financial position or its
ongoing resuits of operations. However, such costs could
be m aterial to results of operations in a future period.

1992

($000)

($ millions)
Total current liabilities
Long-term debt
Other liabilities
Environmental cost liability
Net liabilities of discontinued operations
Deferred income taxes

$311,030
603,306
12,433
29,440
11,733
3,273

$168,073
356,761
10,141
29,440
7,096

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Environmental Costs
Environmental expenditures that relate to current operations
are expensed or capitalized as appropriate. Expenditures
that relate to an existing condition caused by past opera
tions, and which do not contribute to current or future
revenue generation, are expensed. L ia b ilitie s are
recorded when environm ental assessm ents and/or
remedial efforts are probable and the costs can be
reasonably estimated. Generally, the tim ing of these
accruals coincides w ith com pletion of a feasibility study
or Tosco’s com m itm ent to a form al plan of action.
16 (In P art): Com m itm ents and C ontingencies
Tosco is subject to extensive federal, state and local
regulation of environm ental m atters relating to its
petroleum refining and m arketing operations. These
regulations are complex and subject to differing interpre
tations, and Tosco is currently involved in a number of
proceedings and discussions regarding the removal and
m itigation of the environmental effects of subsurface
liquid hydrocarbons and alleged levels of hazardous
waste at the Avon Refinery and other locations, including
Tosco’s Spokane, W ashington term inal which is located
in a site which is included on the Superfund National
P riorities List. Tosco recorded environm ental cost
accruals of $25,000,000 and $4,000,000 for 1992 and 1991,
re s p e ctive ly, based upon a d e te rm in a tio n th a t
investigative work and remedial actions (prim arily on-site
remediation of waste management units and perim eter
control of groundwater contamination at the Avon Refinery)
would be required.

251

Other Noncurrent Liabilities

In July 1993, outstanding litigation concerning environ
mental issues was settled with the predecessor owners of
the Avon Refinery (Settlem ent Agreement). Under the
Settlem ent Agreement, the form er owners agreed to pay
up to $18 m illion for one-half of the costss that may be
incurred for com pliance with certain environmental orders
and to provide Tosco a $6 m illion credit for past expenses
(which Tosco w ill use to reduce its one-half share of future
costs). After the initial term of the Settlem ent Agreement
(the later of four years or until the $36 m illion shared cost
maximum is expended), the parties may elect to continue
the Settlem ent Agreement or to reinstate litigation. Tosco
and the form er owners have established a committee to
review and approve expenditures for environm ental
investigative and remedial actions at the Avon Refinery.
The remedial actions are subject to negotiation with
governmental agencies and therefore the tim ing and
amount of actual cash expenditures is uncertain. In
addition, further investigative work and negotiations with
the governmental agencies may result in additional
remedial actions which Tosco cannot presently predict.
Tosco has not relinquished its right to make claims for
reimbursement of future costs and is not required to
reim burse am ounts received under the Settlem ent
Agreement. Tosco is pursuing reim bursem ent under
insurance policies in effect during the applicable periods
of coverage.
Environmental exposures are difficult to assess and
estimate for numerous reasons including the com plexity
and differing interpretations of governmental regulations,
the lack of reliable data, the number of potentially respon
sible parties and their financial capabilities, the multiplicity
of possible solutions, the years of remedial and monitoring
activity required, and the identification of new sites. Tosco
continues to evaluate its liability for environmental costs,
net of liabilities transferred pursuant to the Settlement
Agreement, on a quarterly basis. Based upon that evalua
tion, Tosco did not revise its $29,440,000 accrual for
environmental costs in 1993. W hile Tosco believes that it
has adequately provided for environm ental exposures,
should these matters be resolved unfavorably to Tosco,
they could have a material adverse effect on its long-term
consolidated financial position and results of operations.

Liabilities Of Nonhomogeneous Operations
ALCO STANDARD CORPORATION (SEP)
1992

1993

($000)
Total current liabilities
Long-Term Debt
Deferred Taxes and Other Liabilities
Income taxes
Restructuring costs
Workers’ compensation and other
Finance Subsidiaries Liabilities (note 12)

$1,020,174
590,154
—

142,459
113,069
255,528
437,418

$687,499
471,951
28,035
—

73,200
101,235
323,713

NOTES TO FINANCIAL STATEMENTS
12. Finance Subsidiaries
The Company’s wholly owned finance subsidiaries are
engaged in purchasing office equipm ent from Company
dealers and leasing the equipm ent to customers under
direct finacing leases.
Summarized financial inform ation of the finance sub
sidiaries is as fo llows:

September 30,
1993
1992

(in thousands)
Future minimum lease payments receivable
Less unearned income
Lease receivables
Accounts receivable and other assets
Finance subsidiaries assets

$555,020 $427,441
(82,102) (63,975)
472,918
363,466
11,151
23,113
$484,069 $386,579

Debt at average interest rate:
1993-6%; 1992-7.4% due 1994-1996
Other liabilities
Finance subsidiaries liabilities

$413,092
24,326
$437,418

$300,509
23,204
$323,713

The finance subsidiaries results of operations included in
the Company’s consolidated net income were net income
of $8,180,000 in 1993, $6,055,000 in 1992 and $3,591,000
in 1991.
At September 3 0 ,1993, future minimum payments to be
received under direct financing leases were: 1994—
$218,418,000; 1995— $171,968,000; 1996— $106,541,000;
1997— $46,135,000; 1998— $11,958,000.
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Product Liability

Production Payments

BRISTOL-MYERS SQUIBB COMPANY (DEC)

CYPRUS AM AX M INERALS COMPANY (DEC)

1993

1992

($ millions)
Total Current Liabilities
Product Liability
Other Liabilities
Long-Term Debt
Total Liabilities

$3,065
1,370
1,138
588
6,161

$3,300
63
1,245
176
4,784

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2. Special Charge
In the fourth quarter of 1993, the company recorded a
special charge of $500 m illion before taxes, $310 m illion
after taxes, or $.60 per share, in connection with pending
and future breast im plant product liability claim s against
the company, its subsidiary, Medical Engineering Corpo
ration, and certain other subsidiaries. The special charge
consists of $1.5 billion for potential liabilities and expenses
related to breast im plant claim s ($1.4 billion recorded as a
long-term liability in Product Liability and $.1 billion
recorded as a current liability in Accrued Expenses), offset
by $1 billion of expected insurance proceeds (recorded as
insurance Recoverable). Although the com pany is
currently engaged in coverage litigation with certain of its
insurers, such expected insurance proceeds represent
the amount of insurance which the company considers
appropriate to record as recoverable at this time. The
company believes that ultim ately it w ill obtain substantial
additional amounts of insurance proceeds. See Note 18.
Note 18 (In Part): Contingencies
Various lawsuits, claim s and proceedings of a nature
considered normal to its businesses are pending against
the company and certain of its subsidiaries. The most sig
nificant of these are described below.
As of December 3 1 ,1993, approximately 10,000 plaintiffs
have filed suit against the company, its subsidiary, Medical
Engineering Corporation, and certain other subsidiaries,
in federal and state courts and in certain Canadian provin
cial courts, alleging damages for personal injuries of
various types resulting from polyurethane covered breast
im plants and smooth walled breast implants. Certain of
these cases are class actions which seek to allege claim s
on behalf of all breast im plant recipients. All federal court
actions have been consolidated for pretrial proceedings in
federal D istrict Court in Birmingham, Alabama. See Note
2 relating to the special charge recorded in connection
with this litigation.

Total Current Liabilities
Noncurrent Liabilities and Deferred Credits
Long-Term Debt
Production Payments
Capital Lease Obligations
Deferred Employee and Retiree Benefits
Deferred Closure, Reclamation, and
Environmental
Deferred Income Taxes
Other
Commitments and Contingencies
Total Noncurrent Liabilities and
Deferred Credits

1993
1992
($000)
$ 967,317 $284,169
995,138
283,281
68,426
435,249

232,337

358,389
171,955
128,826
—

72,578
20,128
42,391

2,441,264

502,206

—
—

134,772

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8: Production Payments
The production payments represent amounts payable
from coal to be produced from certain properties of
Cyprus Amax Coal Company. The variable interest rate is
based on a margin over LIBOR. The obligation of Cyprus
Amax Coal under the production payment agreement is
guaranteed by Cyprus Amax.
The obligation w ill be paid out of coal proceeds (in thou
sands) as follows:

1994
1995
1996
1997
1998
1999

$ 42,505
46,956
51,874
57,306
63,306
63,839
$325,786
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Put Option
DIXIE YARNS, INC. (DEC)

Total Current Liabilities
Long-Term Debt
Senior indebtedness
Subordinated notes
Convertible subordinated
debentures
Other Liabilities
Deferred Income Taxes
Common Stock, Subject To Put
Option— 1,029,446 shares

1993
$ 59,210,764

1992
$ 45,018,679

87,649,871
50,000,000

70,022,500
50,000,000

44,782,000
182,431,871
13,037,877
48,038,943

44,782,000
164,804,500
3,093,503
37,804,231

The carrying amounts of cash and cash equivalents
approximate fair values due to the short-term m aturity of
these instruments. The fair values of the Company’s long
term debt were estimated using discounted cash flow
analysis based on incremental borrowing rates for sim ilar
types of borrowing arrangements and quoted market rates
for public debt. The fair value of the Company’s Common
Stock, subject to put option, was estimated based on
current interest rates, future cash flows, and the quoted
market prices of the Company’s Common Stock.

Tax Leases
GENERAL MILLS, INC. (MAY)

18,177,958

1993

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1992

($ millions)
Note B (In Part): Business Com binations
On July 9, 1993, the Company acquired the operating
assets and liabilities of Masland Carpets, Inc. (“ Mas
land” ) in exchange for 1,029,446 shares of the Company’s
Common Stock, approximately $1,100,000 cash, and the
assumption of $750,000 of debt. The Common Stock was
issued subject to an agreement which provides certain
registration rights respecting the Common Stock, as well
as the right, after two years, to put the shares to the
Company at a price of $18.06 per share (reduced by
dividends paid). The acquisition was accounted for as a
purchase effective July 9, 1993, and accordingly, the
results of operations and accounts of Masland subse
quent to July 9, 1993 are included in the Company’s
consolidated financial statements. The total purchase
price of $19,622,192 (cash paid, expenses of the acquisition,
and estimated fair value of the Company’s Common
Stock issued subject to put option) was allocated to the
net tangible assets of Masland based on the estimated fair
market values of the assets acquired.
Note F (In Part): Fair Value o f Financial Instrum ents
The carrying amounts and estimated fair values of the
Company’s financial instrum ents are as follows:

Cash and cash equivalents
Long-term debt (including
current portion)
Common Stock, subject to
put option

1993
Carrying
Fair
Amount
Value
$ 4,047,459 $ 4,047,459
182,878,700

178,974,000

18,177,958

18,177,958

Total Current Liabilities
Long-Term Debt
Deferred Income Taxes
Deferred Income Taxes— Tax Leases
Accrued Postretirement Benefits
Other Liabilities
Total Liabilities

$1,558.8
1,268.3
262.0
195.6
72.1
75.5
3,432.3

$1,371,7
920.5
231.5
203.0
103.6
103.8
2,934.1

NOTES TO FINANCIAL STATEMENTS
Note Fifteen (In Part): Incom e Taxes
In prior years the Company purchased certain income tax
items from other companies through tax lease transac
tions. Total current income taxes charged to earnings
reflect the amounts attributable to operations and have
not been m aterially affected by these tax leases. Actual
current taxes payable on fiscal 1993, 1992 and 1991
operations were increased by approximately $10 m illion,
$8 m illion and $4 m illion, respectively, due to the effect of
tax leases. These tax payments do not affect taxes for
statement of earnings purposes since they repay tax
benefits realized in prior years. The repayment liability is
classified as “ Deferred Income Taxes— Tax Leases.”
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Reclamation Costs

discounted cash flow method. Required payments under
contractual agreements for broadcast rights recorded at
December 2 6 , 1993 are:

IMC FERTILIZER GROUP, INC. (JUN)
__________________________________________ Amount
1993

($ millions)
Total current liabilities
Long-term debt, less current maturities
Deferred income taxes
Accrued postretirement employee benefits
Accrued reclamation costs

(In thousands)

1992

$238.3
893.4
317.5
82.8
51.4

$185.6
630.6
273.6
—

43.7

1994
1995
1996
1997
1998
Thereafter

$142,686
82,575
54,610
23,144
10,893
23,624

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Accounting Policies

Deferred Credits

Accrued Reclamation Costs
The Company is subject to various laws and regulations
which require the reclamation of certain mineral and related
properties. The Company accrues for the cost of reclama
tion over the life of the properties. The accrual at June 30,
1993 is based upon the Company’s estimate of costs to
comply with existing laws and regulations. These estimates
are revised as changes in the anticipated tim ing of recla
mation activities, changes in reclamation procedures
and/or changes in existing laws and regulations occur.

1993

TRIBUNE COMPANY (DEC)

1992

($000)
Total current liabilities
Long-term debt:
Mortgage and other notes payable
Obligations under capital leases
Deferred income taxes
Minority interest in subsidiaries
Excess of acquired net assets over cost

Broadcast Rights

$25,621

$19,081

9,227
3,978
13,205
3,066
10,611
2,013

12,118
4,364
16,482
2,907
2,637
—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1992

1993

($000)
Total current liabilities
Long-Term Debt (less portions due within
one year)
Other Non-Current Liabilities
Deferred income taxes
Contracts payable for broadcast rights
Compensation and other obligations
Total other noncurrent liabilities

ANALOGIC CORPORATION (JUL)

$505,027

$632,999

510,838

740,979

87,605
194,846
141,716
424,167

85,018
182,190
192,462
459,670

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12: C ontracts Payable For Broadcast R ights
Contracts payable for broadcast rights are classified as
current or long-term liabilities in accordance with the
payment terms of the contracts. The fair value of these
contracts payable was $299.4 m illion at December 26,
1993 and $298.2 m illion at December 2 7 ,1992, using the

2 (In P art): Business Com binations and D ivestiture
As of January 1 , 1993, the Company acquired an interest
of approximately 57% in a newly-formed company, B&K
Medical A/S (B&K), for $3,580,000 in cash and a subordi
nated interest free short-term loan of $3,500,000 which
was converted into equity on July 3 1 ,1993. The Company’s
ownership interest may be adjusted upward in accordance
with the shareholders’ agreement. B&K, a Danish Corpo
ration, is primarily engaged in the design and manufacture
of ultrasound imaging devices used in urology and
various sonographic techniques. The acquisition was
accounted for as a purchase and B&K’s results from
operations have been included in the Company’s consoli
dated financial statements beginning January 1, 1993.
The Company’s equity in net assets of B&K exceeded the
purchase price by approximately $2,279,000. This excess
of acquired net assets over cost is being amortized over a
5-year period beginning in January, 1993. Accumulated
am ortization amounted to $266,000 as of July 3 1 , 1993.
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Other Noncurrent Liabilities

M EREDITH CORPORATION (JUN)

DETROIT DIESEL CORPORATION (DEC)
1993
1992
($ millions)
$330.2 $326.8

Total Current Liabilities
Long Term Debt:
Related party
Other
Other Liabilities
Deferred Income

3.5
41.2
63.3
7.9

125.4
2.0
57.1
8.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Com m itm ents and Contingencies
In 1990, the Company sold its production facility and
adm inistrative offices and concurrently leased them back
for a period of 20 years. Deferred income resulting from
the sale of the facility is being amortized over the lease
term . At December 31, 1993, deferred income was $7.9
m illion. The transaction is classified as an operating lease
and the Company has posted a letter of credit of $2.5 m il
lion to secure future lease payments. The lease has
several restrictive covenants which require the maintenance
of a certain level of tangible net worth, restrict the Com
pany’s ability to incur debt or to make certain investments
and require a minimum current ratio.

FIRST BRANDS CORPORATION (JUN)

Total current liabilities
Long-term debt
Deferred income taxes
Other long-term obligations
Deferred gain on sale of assets (Note 9)

1993
1992
($ 000)
244,125 264,496
226,250 282,297
—
9,651
14,218
16,352
7,107
8,327

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Leases
The Company has entered into several agreements for the
sale and leaseback of substantially all of the production
equipm ent at two of its dom estic plastic wrap and bag
plants and a m ajority of the GLAD-LOCK equipm ent at its
Amherst, Virginia facility. The Company has purchase
and lease renewal options at projected future fair market
values under the agreements. The leases are classified
as operating leases in accordance with the FASB State
ment No. 13— Accounting for Leases.
The book values of the equipment totalling $160,823,000
have been removed from the balance sheet, and the gains
realized on the sale transactions totalling $13,515,000
have been deferred and are being credited to income as
rent expense adjustments over the lease terms. Rentals
on these transactions average $24,680,000 annually.

1992
1993
($ 000)
257,747
282,474
—
131,945
38,000
—
6,930
5,638
107,616
102,107
33,345
23,876
33,775
30,472
477,413
576,512

Total Current Liabilities
Long-Term Indebtedness
Long-Term Obligation
Long-Term Film Rental Contracts
Unearned Subscription Revenue
Other Deferred Items
Deferred Income Taxes
Total Liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Pa rt): Summary o f Accounting Policies

e. Unearned Subscription Revenue and Deferred
Subscription Acquisition Costs
Gross unearned subscription revenue and gross deferred
subscription acquisition costs are recorded and recognized
pro rata as delivery of magazines is made, beginning
with the month of initial delivery. In prior periods, unearned
subscription revenues were reported net of deferred
subscription acquisition costs on the Company’s Consoli
dated Balance Sheets and Consolidated Statements of
Cash Flows. In fiscal 1993, the presentation was changed
to show each in its gross amount and also to show the
long-term and current portions of both unearned sub
scription revenues and deferred subscription acquisition
costs. (The long-term and current portions are determined
based on the delivery month of the subscription.) Prior
periods have been reclassified to make the presentation
of the consolidated financial statements more meaningful.
In addition, current and noncurrent portions of deferred
income taxes were reclassified in prior years to reflect this
change in presentation. The reclassifications have no
effect on the Consolidated Statements of Earnings.
M INNTECH CORPORATION (MAR)

Total Current Liabilities
Long-Term Debt
Deferred Contract Revenue
Deferred Income Taxes

1993
$5,038,394
1,942,577
600,000
705,000

1992
$5,408,485
1,961,996
900,000
542,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note D— C ontract Revenue
In January 1992, the Company entered Into an agreement
to manufacture and supply certain hollow fiber membrane
to another party on an exclusive basis. In consideration for
entering into this contract, the Company received a cash
fee of $1,000,000, of which $900,000 was deferred and is
being earned at the rate of $25,000 per month over the first
three years of the agreement. Any unearned revenue is
refundable if the Company is unable to meet the delivery
requirements of the contract. Unearned contract revenue
amounted to $600,000 at March 3 1 , 1993 and $900,000 at
March 31, 1992.
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PRAB ROBOTS, INC. (OCT)

Total Current Liabilities
Long-Term Debt— Related Party
Long-Term Debt— Other
Deferred Compensation
Deferred RevenueNoncompetition Agreement (Note 21)

1993
1992
$1,033,019 $1,261,928
1,842,853 2,412,694
221,928
231,970
11,889
70,950

134,812

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 21 (In Part): Sale o f Unimate D ivision (N orth Am erica)
During December 1992, the Company entered into an
agreement to sell one of its lines of robots, including all
equipm ent, inventory and three year covenant not to com
pete for $300,000 cash, and a noninterest bearing note of
$600,000. The note receivable is payable in 12 monthly
payments of $25,000 beginning in March 1993, followed
by 20 m onthly payments of $15,000 beginning in March
1994 and concluding in October 1995. The present value
of the noninterest bearing note, with an assumed discount
rate of 9% , was recorded at approximately $532,000. This
transaction resulted in a gain of $31,943 from the sale of
inventory and equipment, plus income of $105,188 from
the covenant not to compete during the year ended
October 3 1 ,1993. The covenant not to compete of $360,000
is being amortized over the life of the covenant. The note
is collateralized by real estate w ith an appraised value less
liens of approximately $551,000 and the personal guaran
tee of the purchaser, lim ited to $100,000.

RESERVES—USE OF THE TERM
“ RESERVE”
Prior to being superseded by the Accounting Principles
Board, the Committee on Terminology of the AICPA issued
four term inology bulletins. In Accounting Terminology
Bulletin No. 1 the Committee recommended that the term
reserve be applied only to amounts of retained earnings
appropriated for general or specific purposes. In practice
the term reserve, with rare exceptions, is applied to amounts
designated as valuation allowances deducted from assets
or as accruals for estimated liabilities. Table 2-30 shows
that the term reserve appeared occasionally in the 1993
financial statements of the survey companies.

TABLE 2-30: USE OF TERM “ RESERVE”
Number of Companies
1993 1992 1991 1990
To describe deductions from
assets for
Reducing inventories to LIFO
cost....................................
Doubtful accounts...................
Accumulated depreciation.........
Other— described.....................
To describe accruals for
Estimated expenses relating to
property abandonments or
discontinued operations.........
Environmental costs.................
Insurance ...............................
Employee benefits or
compensation......................
Other— described.....................
Other— not described...............

38
18
4
9

32
17
4
10

36
20
4
11

37
20
4
6

32
17
15

26
12
16

16
10
16

20
9
21

5
13
3

5
14
6

9
14
6

10
14
8

TITLE OF STOCKHOLDERS’
EQUITY SECTION
Table 2-31 summarizes the titles used by the survey com
panies to identify the stockholders’ equity section of the
balance sheet.

TABLE 2-31: TITLE OF STOCKHOLDERS’
EQUITY SECTION
Shareholders’ Equity............
Stockholders’ Equity............
Shareowners’ Equity..............
Common Stockholders’
Equity.............................
Shareholders’ Investment.......
Common Shareholders’
Equity.............................
Stockholders’ Investment.......
Other or no title ...................
Total Companies.............. ...

1993
257
249
20

1992
254
239
20

1991
251
241
19

1990
253
229
18

12
15

15
14

14
9

18
9

7
10
30

11
10
37

14
15
37

13
16
44

600

600

600

600
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Preferred Stock

CAPITAL STRUCTURES

PREFERRED STOCK

Table 2-32 summarizes the various classes and combina
tions of capital stock outstanding disclosed in the balance
sheets of the survey companies. The need for disclosure
in connection with complex capital structures is stated in
Paragraph 19 of APB Opinion No. 15. Paragraph 19 states:

Table 2-34 summarizes the valuation bases of preferred
stock. As with common stock, many of the survey com
panies show preferred stock at par value.
APB O pinion No. 10 recommends that a liquidation
preference (excess of involuntary liquidation value over
par or stated value) be disclosed in the equity section of
the balance sheet in the aggregate.
SEC Accounting Series Release No. 268 (Section 211 of
Financial R eporting Release No. 1) requires that preferred
stock with mandatory redemption requirements not be
shown as part of equity. ASR No. 268 does not discuss the
valuation basis for such securities. A S taff Accounting
B ulletin issued by the SEC staff states that preferred stock
with mandatory redem ption requirem ents should be
stated on the balance sheet at either fair value at date of
issue or, if fair value is less than redemption value, at fair
value increased by periodic accretions of the difference
between fair value and redemption value.
Paragraph 10C of Statem ent o f Financial Accounting
Standards No. 47 requires that financial statements
disclose for each of the five years following the date of the
latest balance sheet presented the redemption require
ments of redeemable capital stock.
Examples of preferred stock presentations follow.

The use of complex securities com plicates earnings
per share com putations and makes additional dis
closures necessary. The Board has concluded that
financial statements should include a description, in
summary form , sufficient to explain the pertinent
rights and privileges of the various securities out
standing. Examples of inform ation which should be
disclosed are dividend and liquidation preferences,
participation rights, call prices and dates, conversion
of exercise prices or rates and pertinent dates, sink
ing fund requirements, unusual voting rights, etc.

TABLE 2-32: CAPiTAL STRUCTURES
Common stock with:
No preferred stock...................
One class of preferred stock ....
Two classes of preferred
stock ..................................
Three or more classes of
preferred stock....................
Total Companies.................
Companies included above
with two or more classes
of common stock.................

1993

1992

1991

1990

438
127

450
112

456
109

447
118

29

31

27

28

6

7

8

7

600

600

600

600

61

54

62

56

COMMON STOCK
Table 2-33 summarizes the valuation bases of common
stock. As in prior years, the m ajority of the survey com
panies show common stock at par value.

TABLE 2-33: COMMON STOCK
Bases
Par value stock shown at:
Par value.............................
Amount in excess of par.........
Assigned per share
amount...........................
No par value stock shown at:
Assigned per share
amount...........................
No assigned per share
amount............................
Issues Outstanding..............

1993

1992

1991

1990

572
23

570
15

578
15

562
22

9

9

10

11

13

13

7

17

49

49

55

49

666

656

665

661

TABLE 2-34: PREFERRED STOCK
Number of Companies
1993 1992 1991 1990
Bases
Par value stock shown at:
Par value...............................
Liquidation or redemption
value.................................
Assigned per share
amount.............................
Fair value at issuance date.......
Other....................................
No par value stock shown at:
Liquidation or redemption
value.................................
Assigned per share
amount.............................
Fair value at issuance date.......
No assigned per share
amount.............................

71

69

65

57

25

24

28

30

12
3
6

9
5
7

6
5
7

10
7
8

20

27

18

33

19
4

17
3

23
3

17
4

16

11

10

14

Number of Companies
Preferred stock outstanding.........
No preferred stock
outstanding............................

162

152

147

158

438

448

453

442

Total Companies...................

600

600

600

600
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Preferred Stock Extended At Par Value
CERIDIAN CORPORATION (DEC)
1993
1992
($ millions)
Stockholders' equity (deficit)
5½ % Cumulative Convertible Exchangeable
Preferred Stock, $100 par value (liquidation
preference of $236.0 million), authorized
50,600 shares, issued and outstanding 47,200 $ 4.7 $
—
Common Stock, $.50 par, authorized
100,000,000 shares, issued 44,263,369
and 43,004,610
22.1
21.5
Additional paid-in capital
824.2
585.0
Accumulated deficit
(729.8) (699.1)
Other stockholders’ equity items
(9.9)
(8.3)
Total stockholders’ equity (deficit)
111.3
(100.9)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
E (In Part): Stockholders’ Equity

Preferred Stock
From a class of preferred stock with 750,000 authorized
shares (the “ Preferred Stock” ), the Company’s Board of
Directors designated a series consisting of 50,600 such
shares as 5 ½ % Cumulative Convertible Exchangeable
Preferred Stock, par value $100 per share (the “ 5 ½ % Pre
ferred Stock” ). In December 1993, the Company completed
the sale in an underwritten public offering of 4,400,000
depositary shares, each representing a one onehundredth interest in a share of 5 ½ % Preferred Stock, for
$50 per share, or net cash proceeds of $213.0, and received
a com m itm ent from the underwriters to purchase an
additional 320,000 depositary shares, at $50 per share.
The underwriter’s commitment is reported as an other
receivable of $15.5 at December 31, 1993, which was
collected in early January 1994. The proceeds were used
prim arily to retire the the Company’s 8 ½ % Convertible
Subordinated Debentures Due June 15,2011 (the “ 8 ½ %
Debentures” ) w ith the remainder to be used for working
capital and other general corporate purposes.
Dividends on the 5 ½ % Preferred Stock and depositary
shares are cum ulative from the date of issuance and pay
able on a quarterly basis commencing on March 3 1 ,1994.
The depositary shares are convertible at the option of the
holder into common stock of the Company at a conversion
price of $22.72 per common share, subject to adjustment
under certain conditions. The depositary shares are
redeemable, in whole or in part, at the option of the Com
pany, at any tim e on or after December 3 1,1996, initially at
a redemption price per share of $51.10 and thereafter at
prices declining to $50.00, in all cases plus accured and
unpaid dividends to the redemption date. The depositary
shares are exchangeable, in whole but not in part, at the
option of the Company, on any quarterly dividend
payment date on or after December 31, 1995, for the
Company’s 5 ½ % Convertible Subordinated Debentures
due 2008 at a rate of $50.00 principal amount of such
Debentures for each depositary share. The depositary
shares are nonvoting except that holders w ill be entitled

to vote as a separate class to elect two directors if the
equivalent of six or more quarterly dividends shall be in
arrears, until the dividends in arrears are paid in full.
In May 1993, the stockholders of Ceridian voted to
approve the acceleration of the expiration date of the
Company’s Stockholder Rights Plan (the “ Rights Plan” )
to June 1 , 1993. As a result, the preferred stock purchase
rights issued under the Rights Plan and relating to a series
of 500,000 shares of Preferred Stock expired on June 1,
1993. The reservation of the 500,000 shares of Preferred
Stock in connection with the Rights Plan was elim inated in
January 1994.
The 108,591 shares of 4 ½ % Cumulative Preferred
Stock issued and outstanding at December 31 ,1991, were
redeemed at par value of $100 per share in July 1992 in
connection with the spin-off of Control Data Systems.
FIELDCREST CANNON, INC. (DEC)
1993
($000)

1992

Shareowners’ equity
Preferred Stock, $.01 par value (Note 10)
Shares authorized: 10,000,000
Shares issued, 1993:1,500,000 (aggregate
liquidation preference of $75,000)
$
15 $
Common Stock, $1 par value (Note 10)
Shares authorized: 25,000,000
Shares issued, 1993:12,186,167
12,186
8,339
Shares issued, 1992: 8,338,941
Class B Common Stock, $1 par value
(Note 10)
Shares authorized: 15,000,000
—
Shares issued, 1992: 3,635,114
3,635
Additional paid-in capital
212,799 136,075
—
Minimum pension liability adjustment
(7,480)
Retained earnings
93,035 136,429
Excess purchase price for Common
Stock acquired and held in treasury—
3,606,400 shares
(117,225)
—
193,330 284,478
Total shareowners’ equity
Note 10 (In Part): Shareowners’ Equity
In November 1993 the Company’s shareowners autho
rized 1 0 m illion shares of undesignated preferred stock
and the issuance of up to 1 .8 m illion shares of preferred
stock. On November 2 4 ,1993, the Company sold 1.5 million
shares of $3.00 Series A Convertible Preferred Stock
(“ $3.00 Preferred Stock” ) in a private offering and
received net proceeds of $72.4 million. Each $3.00 Preferred
Stock share is convertible into 1.7094 shares of Common
Stock, equivalent to a conversion price of $29.25 on the
$50 offering price. Annual dividends are $3.00 per share
and are cumulative. The $3.00 Preferred Stock may be
redeemed at the Company’s option on or after September
1 ,2004, in whole or in part, at $50 per share plus accrued
and unpaid dividends. In the event the Company’s 11.25%
Senior Subordinated Debentures are not outstanding or
have been defeased the $3.00 Preferred Stock may be
redeemed, in whole or in part, at the option of the Com
pany, at a redemption price of $51.50 per share beginning
as of September 10, 1998 and at premiums declining to
the $50 liquidation preference by September 2004.

Preferred Stock

NATIONAL SEMICONDUCTOR
CORPORATION (MAY)
1993

1992

($ millions)
Shareholders’ Equity:
Preferred stock of $0.50 par value. Authorized
1,000,000 shares.
Convertible Exchangeable Preferred Stock:
Issued and outstanding 250,000 shares in
1993 and 1992 (liquidation preference of
$125.0 million)
$ 0.1 $ 0.1
Convertible Preferred Stock:
Issued and outstanding 345,000 shares
in 1993 (liquidation preference of
$172.5 million)
0.2
Common stock of $0.50 par value. Authorized
200,000,000 shares. Issued and outstanding
109,737,830 in 1993; 106,295,994 in 1992
53.2
54.9
Additional paid-in capital
886.6
703.7
Accumulated deficit
(104.4) (217.6)
837.4
539.4
Total shareholders’ equity

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Shareholders’ E quity
As of May 3 0 ,1993, National had 250,000 shares of $40.00
Convertible Exchangeable Preferred Shares, $0.50 par
value, (the “ Exchangeable Preferred Shares” ) Issued
and outstanding. The liquidation value of each Exchange
able Preferred Share is $500 plus unpaid dividends. The
Exchangeable Preferred Shares are convertible at any
tim e at the option of the holder into common stock at the
rate of 33 shares of common stock for each Exchangeable
Preferred Share. The Exchangeable Preferred Shares are
exchangeable at the option of the Company, in whole but
not in part, on any dividend payment date for 8% Converti
ble Subordinated Debentures due 2010 at the rate of $500
principal amount of Debentures for each Exchangeable
Preferred Share. If these D ebentures are issued,
commencing no earlier than 1996, the Company is
required to make annual payments into a sinking fund to
provide for their redemption. The sinking fund requirement
is approximately $6.3 m illion annually beginning fiscal
1997 and 2010. The Exchangeable Preferred Shares are
redeemable for cash at any tim e at the option of the
Company, in whole or in part, at prices declining to $500
per share, on or after September 1, 1995, plus unpaid
dividends. Dividends on the Exchangeable Preferred
Shares at an annual rate of $40 per share are cum ulative
and payable quarterly in arrears, when and as declared by
the Company’s Board of Directors. Holders of Exchange
able Preferred Shares are entitled to lim ited voting rights.
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In October 1992, National issued 345,000 shares of
$32.50 Convertible Preferred Shares, $0.50 par value (the
“ Convertible Preferred Shares” ). The liquidation prefer
ence of each Convertible Preferred Share is $500 plus
unpaid dividends. The Convertible Preferred Shares are
convertible at any tim e at the option of the holder into
common stock at the rate of 35.273 shares of common
stock for each Convertible Preferred Share. On or after
November 1, 1995, and if the closing price of the Com
pany’s common stock on the New York Stock Exchange
exceeds $17.72 for twenty trading days, the Convertible
Preferred Shares are redeemable, in whole or in part, at
the option of the Company for the number of shares of
common stock as are issuable at a conversion rate of
35.273 shares of common stock for each Convertible
Preferred Share. The Convertible Preferred Shares are
not entitled to the benefit of any sinking fund. Dividends
on the Convertible Preferred Shares at an annual rate of
$32.50 per share are cum ulative and payable quarterly in
arrears, when and as declared by the Company’s Board of
Directors. Holders of Convertible Preferred Shares are
entitled to lim ited voting rights.

TALLEY INDUSTRIES, INC. (DEC)
_______________________________ 1993
1992
Stockholders’ equity:
Preferred stock, $1 par value,
authorized 5,000,000;
shares issued:
71,000 shares of Series A
(71,000 in 1992)
($1,775,000 involuntary
liquidation preference)
$
71,000 $
71,000
1,548,000 shares of Series B
(1,548,000 in 1992)
($30,960,000 involuntary
liquidation preference)
1,548,000
1,548,000
120,000 shares of Series D
(120,000 in 1992)
($18,000,000 involuntary
liquidation preference)
120,000
120,000
Common stock, $1 par value,
authorized 20,000,000;
shares issued:
10,047,000 shares (9,519,000
in 1992)
10,047,000
9,519,000
Capital in excess of par value
86,026,000
83,537,000
Foreign currency translation
adjustments
(370,000)
(83,000)
Accumulated deficit
(60,429,000) (53,931,000)
37,013,000
40,781,000
Less 33,000 shares of Common
stock in treasury, at cost
(471,000)
36,542,000
40,781,000
Total stockholders’ equity
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C apital Stock
Each share of Series A Convertible Preferred stock entitles
its holder to receive an annual cash dividend of $1.10 per
share; to convert it into .95 of a share of Common stock, as
adjusted in the event of future dilution; to receive up to
$25.00 per share in the event of involuntary or voluntary
liquidation; and, subject to certain conditions in loan
agreements, may be redeemed at the option of the
Company at a price of $25.00 per share.
Each share of Series B $1.00 Cumulative Convertible
Preferred stock entitles its holder to receive an annual
cash dividend of $1.00 per share; to convert it into 1.31
shares of Common stock, as adjusted in the event of
future dilution; to receive up to $20.00 per share in the
event of involuntary or voluntary liquidation; and, subject
to certain conditions in loan agreem ents, may be
redeemed at the option of the Company at a price of
$52.50 per share.
Each share of Common stock has a preferred stock
purchase Right attached, allowing the holder, upon the
occurrence of a change in control, as defined in a Rights
agreement, to buy one one-hundredth of a share of Series
C Junior Participating Preferred stock at an exercise price of
$70. The Series C stock, which may be purchased upon
exercise of the Rights, is nonredeemable and junior to
other series of the Company’s preferred stock. No shares
of Series C stock have been issued as of December 31,
1993.
Each share of Series D Convertible Preferred stock enti
tles its holder to receive an annual cash dividend of $4.50
per share ($15.75 after February 2 8 ,1998); to convert it into
10 shares of Common stock, as adjusted in the event of
future dilution; to receive $150 per share ($175 after Febru
ary 28, 1998) in the event of involuntary or voluntary
liquidation; and subject to certain conditions in loan
agreements, may be redeemed at the option of the
Company at the higher of $150 per share ($175 after
February 2 8 ,1998) or the average of the conversion value
per share for the last ten trading days prior to redemption
(not to exceed $200 per share).
Dividends on the shares of Series A, Series B and
Series D Preferred stock are cum ulative and must be paid
in the event of liquidation and before any distribution to
holders of Common stock. The Company has not made
any dividend payments on its Preferred and Common
stock since the first quarter of 1991, and the ability to pay
dividends in the future is lim ited by the provisions of the
Company’s debt agreements. Cumulative dividends on
preferred shares that have not been declared or paid
since the first quarter of 1991 are approximately: Series
A— $215,000 ($3.025 per share), Series B— $4,258,000
($2.750 per share) and Series D— $1,489,000 ($12.375 per
share). The failure to pay the regular quarterly dividends
for the first three quarters of 1992 on the Preferred Stock
gave rise at that tim e to the right of the holders of the three
series to elect two directors to the Company’s Board of
Directors.
At December 31, 1993 there were 5,161,000 shares of
Common stock reserved for conversion of preferred stock,
for exercise of stock options, and for issuance of shares
under the Employee Stock Purchase Plan.

Preferred Stock Extended At Stated Value
SONOCO PRODUCTS COMPANY (DEC)
1993

1992

(Dollars and shares In thousands)
Shareholders’ Equity
Serial preferred stock, no par value
Authorized 30,000 shares
Issued 3,450 shares
Common shares, no par value
Authorized 150,000 shares
issued 91,841 shares
Capital in excess of stated value
Translation of foreign currencies
Retained earnings
Treasury shares at cost (1993—
4,394 shares; 1992— 4,697 shares)

$172,500

$

7,175
62,277
(39,016)
623,500

7,175
61,608
(19,952)
552,263

(38,072)
788,364

(39,204)
561,890

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share)
16. Stockholders’ Equity
On April 2 1 ,1993, the Board of Directors approved a twofor-one stock split effective June 10,1993. All references in
these financial statements to dividends paid, numbers of
common shares, stock prices and earnings per share
amounts have been restated to give retroactive effect to
the stock split.
On October 26, 1993, the Company issued 3,450,000
shares of $2.25 Series A Cumulative Convertible Preferred
Stock for $172,500, or $50.00 per share. These securities
are convertible into the Company’s common stock at a
price of $25.31 per share. This stock is redeemable at the
option of the Company, on or after November 8 , 1996, at a
redemption price of $51.575 per share and decreasing
ratably annually to $50 per share on or after November 1,
2003. Dividends on the Convertible Preferred Stock
accrue and are cum ulative from the date of original issu
ance and are payable quarterly commencing on February
1 , 1994.
Fully diluted earnings per share is not presented as it
approximates prim ary earnings per share.
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Preferred Stock Extended At Redemption
Or Liquidating Value
BOISE CASCADE CORPORATION (DEC)
1993
($000)
Shareholders’ equity (Note 6)
Preferred stock— no par value;
10,000,000 shares authorized;
Series D ESOP: $.01 stated value;
6,395,047 and 6,475,198 shares
outstanding
Deferred ESOP benefit
Series E: $.01 stated value;
862,500 shares outstanding in
1993 and 1992
Series F: $.01 stated value;
115,000 shares outstanding
in 1993
Series G: $.01 stated value;
862,500 shares outstanding
in 1993
Common stock— $2.50 par value;
200,000,000 shares authorized;
37,987,529 and 37,940,312
shares outstanding
Retained earnings
Total shareholders’ equity

1992
Date of issuance

$ 287,777 $ 291,384
(246,856)
(261,695)
191,466
111,043
176,404

94,969
889,721
1,504,524

191,471

—

—

94,851
1,041,585
1,357,596

NOTES TO FINANCIAL STATEMENTS
6 (In Part): Shareholders’ Equity

Preferred Stock
At December 3 1 ,1993,6,3 95,047 shares of 7.375% Series
D ESOP convertible preferred stock were outstanding.
The stock is shown on the Balance Sheets at its liquida
tion preference of $45 per share. The stock was sold to the
trustee of the Company’s Savings and Supplemental
Retirement Plan for U.S. salaried employees (see Note 5).
Each ESOP preferred share is entitled to one vote, bears
an annual cum ulative dividend of $3.31875, and is convert
ible at any tim e by the trustee to .80357 share of common
stock. The ESOP preferred shares may not be redeemed
for less than the liquidation preference.
At December 31, 1993, there were three series of pre
ferred stock outstanding that were represented by deposi
tary shares. These preferred issues are shown on the
Balance Sheets at their respective liquidation preference,
net of the costs of issuance. The details of the issues are
as follows:

Preferred shares
outstanding
Depositary shares
outstanding
Cumulative annual
dividend:
Per preferred share
Per depositary share
Liquidation preference:
Per preferred share
Per depositary share
Votes:
Per preferred share
Per depositary share
Automatic conversion
(unless previously
redeemed or
converted):
Date
Common shares
issued per
depositary share

Series E
Series F
Series G
First quarter First quarter Third quarter
1992
1993
1993
862,500

115,000

862,500

8,625,000

4,600,000

8,625,000

$ 17.90
$ 1.79

$
$

94.00
2.35

$ 15.80
$ 1.58

$228.75
$228.75

$1,000.00
$25.00

$211.25
$211.25

1
Limited
1/10 voting rights

1
1/10

January
1995
1

Not
convertible October 1997
—

1

On January 15, 1995, each depositary share of Series E
preferred stock w ill autom atically convert to one share of
the Company’s common stock unless the Series E pre
ferred stock and related depositary shares have been
previously redeemed by the Company. The Company
may elect to redeem the Series E preferred stock and
related depositary shares for common stock any tim e prior
to January 15,1995. The total number of common shares
issuable upon redemption is determined by dividing the
call price by a defined then-current market price for the
Company’s common stock and m ultiplying the result by
the 8,625,000 depositary shares. The initial call price is
$34.45 per Series E depositary share, which declines
ratably to $31.08 on November 15,1994, and w ill be $30.88
for the period thereafter through January 14, 1995.
Redemption is not anticipated when the defined average
market price of the Company’s common stock is less than
the call price of the Series E depositary shares.
The Series F preferred stock and related depositary
shares may be redeemed on or after February 15,1998, at
a price of $1,000 per preferred share ($25 per depositary
share) plus accrued but unpaid dividends.
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On October 15,1997, each depositary share of Series G
preferred stock w ill autom atically convert to one share of
the Company’s common stock unless the Series G pre
ferred stock and related depositary shares have been
previously redeemed by the Company or converted by the
shareholders. The Company may elect to redeem the
Series G preferred stock and related depositary shares for
common stock on or after July 1 5 ,1997, until October 15,
1997. The total number of common shares issuable upon
redemption between July 15, 1997, and September 15,
1997, is determined by dividing $21.225 by a defined thencurrent average market price for the Company’s common
stock and multiplying the result by the 8,625,000 depositary
shares. For the period on or after September 15, 1997,
through October 14,1997, the numerator in the preceding
calculation is reduced from $21.225 to $21.125. In the
event the market price of the Company’s common stock
exceeds $26.375 upon an announced redemption, it is
anticipated that the holders of the Series G depositary
shares would elect to convert their depositary shares to
common stock. Upon conversion, which is perm itted at
any tim e prior to redemption, .801 share of common stock
(subject to adjustment in certain events) would be issuable
for each Series G depositary share so converted.
Examples of common stock issuances upon redemp
tions of the Series E and G preferred stock are as follows:
Series E Preferred Stock
(Subsequent to November 15,1994)
Common Stock
Common Shares
Expected to be
Market Price
issued Upon
at Time of
Redemption
Redemption
8,625,000
$0-$30.88(1)
$32.50
8,195,076
$35.00
7,609,714
$37.50
7,102,400
$40.00(2)
6,658,500
Call price.
The total number of common shares issuable will continue to decline
at common stock market prices above $40.
Series G Preferred Stock
(Subsequent to September 15,1997)
Common Stock
Common Shares
Market Price
Expected to be
at Time of
Issued Upon
Redemption
Redemption
$0-$21.125(1)
8,625,000
$22.50
8,097,916
$25.00
7,288,125
$26.375(2)
6,908,175
Call price.
The total number of common shares issuable at this market price are
equal to shares issuable upon exercise of the Series Gpreferred stock
conversion rights.

The rem aining authorized but unissued preferred shares
may be issued with such voting rights, dividend rates,
conversion privileges, sinking fund requirements, and
redemption prices as the board of directors may deter
mine, w ithout action by the shareholders.
CHAM PION INTERNATIONAL CORPORATION (DEC)
1992

1993

($000)
Preference Stock, $1.00 par value,
$92.50 Cumulative Convertible Series;
300,000 shares issued and outstanding
(redeemable at maturity for $300,000)
$ 300,000
(Note 8)
Shareholders’ Equity
Preference Stock, 8,231,431 shares
authorized but unissued (Note 8)
Capital Shares (Notes 8 and 9):
Common stock, $.50 par value:
250,000,000 authorized shares;
96,367,755 and 96,157,112
issued shares
Paid-in capital
Retained earnings
Treasury shares, at cost
Cumulative translation adjustment

48,184
1,163,555
1,861,535
3,073,274
(100,233)
(22,923)
2,950,118

$ 300,000

48,079
1,158,150
2,064,120
3,270,349
(100,201)
(11,345)
3,158,803

Note 8 (In Part): C apital Shares

Redeemable Preference Stock
On December 6 , 1989, the company issued 300,000 shares
of Preference Stock, $92.50 Cum ulative Convertible
Series, $1.00 par value (“ $92.50 Preference Stock’ ’). In
preference to shares of common stock, each share is
entitled to cum ulative cash dividends of $92.50 per year
and $1,000 upon liquidation. Each share is convertible
into approximately 26.3 shares of common stock and has
approxim ately 26.3 votes on all matters subm itted to
shareholders. In the event of arrearages in $92.50 Prefer
ence Stock dividends, the company is prohibited from
declaring or paying any cash dividends on its common
stock. Although interest rates have declined since the
issuance of these securities, the company believes that
their fair value does not exceed $1,150 per share plus
accrued dividends, which represents the amount at which
the company has a right, except in certain circumstances,
to redeem the shares. On December 6 , 1999, all outstand
ing shares must be redeemed at $1,000 per share plus
accrued dividends.
Except under certain circum stances, the company has
the right to purchase any securities, including common
stock, owned by the original holders of the $92.50 Prefer
ence Stock before such securities are sold to third parties.

Preferred Stock

Unissued Preference Stock

UNOCAL CORPORATION (DEC)

At December 31, 1993 and 1992, 6,731,431 preference
shares for which no series has been designated were
authorized and unissued. At December 31, 1993 and
1992, 1,500,000 additional authorized and unissued
shares were designated and reserved for the issuance of
the company’s Preference Stock, Participating Cumulative
Series or Participating Cumulative Series B, $1.00 par value.

ROHM AND HAAS COMPANY (DEC)
1993

1992

($ millions)
Stockholders’ equity
$2.75 cumulative convertible preferred stock;
authorized— 2,846,061 shares;
issued— 1993: 2,719,803 shares; 1992:
2,723,547 shares
Common stock; par value— $2.50;
authorized— 100,000,000 shares;
issued— 78,652,380 shares
Additional paid-in capital
Retained earnings
Less: Treasury stock (1993— 11,007,436 shares;
1992— 11,088,412 shares)
Less: ESOP shares
Other equity adjustments
Total stockholders’ equity
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$ 136

$ 136

197
150
1,444
1,927

197
149
1,434
1,916

323
163
—
1,441

328
169
9
1,428

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 18 (In Part): S tockholders’ E quity
The company has the authorization to issue up to 25 m il
lion shares of preferred stock. On June 12, 1992, the
company issued 2,721,502 shares of $2.75 cum ulative
convertible preferred stock in connection with the acquisi
tion of Shipley Company (see Note 1). The company may
issue up to an additional 124,535 of these preferred
shares for the exercise of outstanding Shipley stock
options. This preferred stock pays an annual cum ulative
dividend of $2.75 per share. It has antidilution protection
against stock splits, stock dividends and certain issuances
of additional securities and extraordinary dividends. This
preferred stock is convertible at any tim e at the holder’s
option into Rohm and Haas common stock at the rate of
.7812 shares of common stock for each share of preferred
stock. Holders of the preferred stock are entitled to one
vote per share. The company has the option to redeem the
preferred stock on or after June 12, 1999, at a fixed
redemption price of $50.62, payable in Rohm and Haas
common stock. The redemption price reduces each year
to a final price of $50 on or after June 12, 2002.

1993

1992

($ millions)
Stockholders’ equity
Preferred stock ($0.10 par value, stated at
liquidation value of $50 per share)
Shares authorized: 100,000,000
Shares outstanding: 10,250,000 in 1993
and 1992
Common stock ($1 par value)
Shares authorized: 750,000,000
Shares outstanding: 241,323,833 in 1993;
240,671,177 in 1992
Capital in excess of par value
Foreign currency translation adjustment
Unearned portion of restricted stock issued
Retained earnings
Total stockholders’ equity

$ 513

$ 513

241
163
(5)
(13)
2,230
3,129

241
149
5
(11)
2,234
3,131

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 17 (In Part): C apital Stock

Common Stock
Authorized— 750,000,000 Shares

1993

1992

1991

(Thousands of shares)
Outstanding at beginning of year
240,671
Issuance of common stock
653
Outstanding at end of year
241,324
Par value per authorized share
$ 1.00

234,605
6,066
240,671
$ 1.00

234,507
98
234,605
$ 1.000

In 1992, Unocal Exploration Corporation (UXC), a m ajority
owned subsidiary of Unocal, merged with and into Union
Oil. Each outstanding share of UXC common stock held
by the public was converted upon the merger. The company
issued approximately 5 m illion shares of its common stock
in exchange for 10 m illion shares of UXC common stock.
At December 31, 1993, approxim ately 16.7 m illion
shares were reserved for the conversion of preferred stock
and 7.8 m illion shares were reserved for management
incentive program awards. Under the incentive program,
restricted shares are issued to key employees and outside
directors. These awards generally require continuation of
service with Unocal during the restiction period. The com
mon shares outstanding at year-end 1993 included
approxim ately 1.1 m illion shares of restricted stock.
Preferred Stock
The company has 100,000,000 shares of preferred stock
with a par value of $0.10 per share authorized. In July
1992, the company issued 10,250,000 shares of $3.50
convertible preferred stock. The convertible preferred
stock is redeemable after July 15, 1996, in whole or in
part, at the option of the company, at redemption prices
declining to $50 per share in and after the year 2002. The
convertible preferred stock has a liquidation value of $50
per share and is convertible at the option of the holder into
common stock of the company at a conversion price of
$30.75 per share, subject to adjustm ent in certain events.
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Dividends on the preferred stock at an annual rate of $3.50
per share are cum ulative and are payable quarterly in
arrears, when and as declared by Unocal’s Board of
Directors. Holders of the preferred stock have no voting
rights. However, there are certain exceptions including the
right to elect two additional directors if the equivalent of six
quarterly dividends payable on the preferred stock are
in default.

ADDITIONAL PAID-IN CAPITAL
Table 2-35 lists the balance sheet captions used to
describe additional paid-in capital. Examples of descrip
tive captions for additional paid-in capital are shown In
this section in connection with discussions of the other
components of stockholders’ equity.

TABLE 2-35: ADDITIONAL PAID-IN C APITALCAPTION TITLE

Fair Value
ANACOMP, INC. (SEP)
1993
($ 000)
Redeemable preferred stock, $.01 par
value, issued and outstanding 500,000
shares (aggregate preference value
of $25,000)
Stockholders’ Equity (Deficit):
Common stock, $.01 par value;
authorized 100,000,000 shares;
40,629,524 and 39,662,623
issued respectively
Capital in excess of par value of
common stock
Cumulative translation adjustment
Accumulated deficit
Total stockholders’ equity

$ 24,383

1992

$ 24,287

406

397

163,209
(4,744)
(145,072)
13,799

161,198
8,200
(161,505)
8,290

NOTES TO FINANCIAL STATEMENTS
Note 8. Redeemable Preferred Stock
Anacomp issued in a private placement on March 20,
1987, 500,000 shares of 8.25% Cumulative Convertible
Redeemable Exchangeable Preferred Stock (the “ Preferred
Shares’ ’). Each Preferred Share has a preference value of
$50 and is convertible into Anacomp common stock at a
conversion price of $7.50. The redeemable preferred stock
was recorded at fair value on the date of issuance less
issue costs. The excess of the preference value over the
carrying value is being accreted by periodic charges to
retained earnings over the life of the issue.
The Preferred Shares may be redeemed by Anacomp at
prices declining from 105.775% to 100% of preference
value, or earlier if the price of Anacomp common stock
remains at 160% of the conversion price for 20 of 30 con
secutive trading days. On March 15, 2000 and 2001,
Anacomp must redeem at the preference value 125,000
shares each year unless a sufficient number of shares has
already been redeemed or converted. All remaining out
standing shares must be redeemed by March 1, 2002.
At any dividend payment date after March 15, 1990,
Anacomp may exchange the Preferred Shares for an
equal face amount of 8.25% Senior Subordinated Notes
due March 1 ,2002 (the “ Exchange Debentures’’). Except
for certain shareholder rights, the Exchange Debentures
w ill carry term s sim ilar to the Preferred Shares. There
were no such exchanges as of September 3 0 , 1993.

1993
245

1992
242

1991
243

1990
238

147
48

148
45

148
43

149
43

41
32
2
15
530

41
34
4
17
531

40
35
5
18
532

40
33
5
16
524

No additional paid-in
capital account...................

70

69

68

76

Total Companies................

600

600

600

600

Additional paid-in capital.........
Capital in excess of par or
stated value........................
Paid-in capital........................
Additional capital, or other
capital...............................
Capital surplus......................
Paid-in surplus......................
Other captions......................

RETAINED EARNINGS
Table 2-36 indicates that most of the survey companies
use the term retained earnings. Examples of descriptive
captions used for retained earnings are shown below and
in connection with discussions of other components of
stockholders’ equity.

TABLE 2-36: RETAINED EARNINGS— CAPTION TITLE
Retained Earnings .....................
Retained Earnings with
additional words.....................
Earnings with additional
words..................................
Income with additional words__
Earned Surplus..........................
Retained Earnings (Deficit)..........
Accumulated Deficit...................
Total Companies...................

1993
460

1992
460

1991
470

1990
484

8

10

13

11

32
10
2
33
55

33
13
2
35
47

35
9
2
25
46

33
12
2
20
38

600

600

600

600

Stock Option and Stock Purchase Plans

AMERICAN CYANAMID COMPANY (DEC)
1993
1992
($ millions)
Shareholders’ equity
Common stock— par value $5 per share
Authorized— 200,000,000
Issued— 102,725,106 in 1993 and
102,719,665 in 1992
Additional paid-in capital
Earnings employed in the business
Accumulated translation and other
adjustments
Treasury stock, at cost
Total shareholders’ equity

$ 513.6
38.9
1,448.2

$ 513.6
39.9
2,767.2

(49.3)
(584.4)
1,367.0

(28.5)
(571.1)
2,721.1

CONSOLIDATED PAPERS, INC. (DEC)
1993
($000)
Shareholders’ Investment
Preferred stock, authorized and unissued
15,000,000 shares
Common stock, authorized 93,750,000
shares, par value $1.00 per share; issued
44,014,385 shares in 1993 and 43,826,911
shares in 1992
Capital in excess of par value
Cumulative translation adjustment
ESOP loan guarantee
Reinvested earnings
Total shareholders’ investment

$

-

1992

$

44,014
48,770
(2,047)
—

848,311
939,048

43,827
40,448
(2,004)
(1,000)
840,332
921,603
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STOCK OPTION AND STOCK
PURCHASE PLANS
Chapter 13B of Accounting Research B ulletin No. 43
discusses stock option and stock purchase plans and
states in paragraph 15:
In connection with financial statements, disclosure
should be made as to the status of the option or plan
at the end of the period of report, including the
number of shares under option, the option price, and
the number of shares as to which options were exer
cisable. As to options exercised during the period,
disclosure should be made of the number of shares
involved and the option price thereof.
APB O pinion No. 25, issued in October 1972 and apply
ing “ to all stock option, purchase, award, and bonus rights
granted by an employer corporation to an individual
employee after December 31, 1972,” reaffirm s the dis
closure requirements of paragraph 15.
Many companies either grant stock options in tandem
with stock appreciation rights or allow stock options to be
converted into incentive stock options. FASB Interpretation
No. 28 discusses stock appreciation rights while FASB
Technical B ulletin 82-2 discusses the conversion of stock
options into incentive stock options.
Five hundred seventy-one companies disclosed the
existence of stock option plans. Ninety-nine companies
disclosed a stock purchase plan. Examples of stock
option plan and stock purchase plan disclosures follow.

STOCK OPTION PLANS

CUM M INS ENGINE COMPANY, INC. (DEC)
1993
1992
($ millions)
Shareholders’ investment;
Convertible preference stock, no par value,
.2 shares outstanding
Common stock, $2.50 par value, 40.6 and 36.5
shares issued
Additional contributed capital
Retained earnings (deficit)
Common stock in treasury, at cost, 2.1 shares
Unearned ESOP compensation
Cumulative translation adjustments

$112.2

$114.9

101.5
822.8
4.1
(67.3)
(59.3)
(92.9)
821.1

91.3
654.4
(146.1)
(67.3)
(63.5)
(82.6)
501.1

AM ERICAN BILTRITE INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10. S tock O ption Plan
During 1993, the Company adopted, subject to stock
holder approval, a stock award and incentive plan which
perm its the issuance of options, stock appreciation rights
(SARs), lim ited SARs, restricted stock, restricted stock
u n its and oth e r stock-based aw ards to selected
employees and independent contractors of the Company.
The plan reserves 200,000 shares of common stock for
grant and provides that the term of each award be deter
mined by the com m ittee of the Board of Directors
(Committee) charged with adm inistering the plan.
Under the term s of the plan, options granted may be
either nonqualified or incentive stock options and the
exercise price, determined by the Committee, may not be
less than the fair market value of a share on the date of
grant. SARs and lim ited SARs granted in tandem with an
option shall be exercisable only to the extent the underly
ing option is exercisable and the grant price shall be equal
to the exercise price of the underlying option. During 1993,
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147,400 stock options and lim ited SARs were granted. No
SARs were granted during 1993. In addition, the Commit
tee may grant restricted stock to participants of the plan at
no cost. Other than the restrictions which lim it the sale
and transfer of these shares, participants are entitled to all
the rights of a shareholder. No restricted stock or restricted
stock units were granted during 1993.
During 1985, the Company adopted a stock option plan
which perm its the issuance of 150,000 shares of common
stock to key executives. Under the term s of the plan,
options granted may be either nonqualified or incentive
stock options and are issued at prices ranging from 85%
to 100% of fair market value at the date of grant. Options
granted under the plan are exercisable in installm ents;
however, no options are exercisable within one year or
later than ten years from the date of grant.
Stock option activity is shown below:

Outstanding at beginning of year
Granted
Exercised (prices ranging from
$11.50 to $16.375 per share)
Canceled
Outstanding at end of year
(prices ranging from $11.50
to $33.75 per share)
Exercisable at end of year
Available for grant at end of year

1991
103,700
37,500

1993
127,300
147,400

1992
139,600

(45,900)
(4,500)

(12,300)

224,300

127,300

139,600

57,700
60,400

98,100
3,300

102,700
3,300

(600)
(1.000)

BMC INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7. S tock Option Plan
The 1984 Omnibus Stock Plan (the “ 1984 Plan” ) provides
for the granting of either incentive stock options or non
qualified options to purchase shares of the Company’s
common stock and for other stock-based awards to
officers and executives responsible for the direction and
management of the Company. In 1992, the stockholders
approved an increase in the total number shares of
common stock issuable under the 1984 Plan to 1,021,000
shares. At December 3 1 ,1993,468,814 shares of common
stock were reserved for issuance, including 9,970 unop
tioned shares available for the granting of options and/or
other stock-based awards. At December 3 1 ,1992, 685,282
shares of common stock were reserved for issuance,
including 57,079 unoptioned shares available for the
granting of options and/or other stock-based awards.

Information relating to stock options during 1993 and
1992 is as follows:

Number
of Shares
Shares under option at
December 31,1991
Granted
Exercised
Forfeited
Shares under option at
December 31,1992
Granted
Exercised
Forfeited
Shares under option at
December 31,1993
Shares exercisable at
December 31,1993

Option Price
Total
Per Share
Average
Price

361,200
358,358
(79,300)
(12,055)

$ 6.23
8.16
5.62
7.61

$ 2,251
2,923
(446)
(91)

628,203
183,500
(216,468)
(26,391)

7.38
18.24
6.03
7.77

4,637
3,348
(1,306)
(205)
$ 6,474

568,844

$

11.38

104,625

$

7.81

$

817

At December 3 1 ,1993, there were no shares outstanding
pursuant to other stock-based awards under the 1984
Plan and all outstanding options were nonqualified options.
The 1984 Plan term inated on January 1 0 ,1994.
Grants Under New Plan
Other nonqualified options for 110,000 shares of the
Company’s common stock at an exercise price of $19.44
have been granted to certain officers under the 1994
Stock Incentive Plan (the “ 1994 Plan” ) which w ill be
subm itted to stockholders for approval in 1994. These
options are included in the above table. Such grants are
contingent upon approval of the 1994 Plan.
Stock Option Exercise Loan Program
In 1993, the Company established the Stock Option Exer
cise Loan Program under which holders of exercisable
stock options may obtain interest-free loans from the
Company to facilitate their exercise of stock options. Such
loans, lim ited to two tim es employee’s base and incentive
compensation, are evidenced by demand promissory
notes. The portion of such loans directly related to the
exercise price of options is classified as a reduction of
stockholders’ equity. The rem ainder is included in cur
rent assets.
BOWNE & CO., INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. S tock O ption Plans
The Company has two stock option plans, a 1981 Plan and
a 1992 Plan. The 1981 Plan, which provided for the
granting of 1,400,000 shares of the Company’s common
stock, expired December 15, 1991 except as to options
then outstanding.

Stock Option and Stock Purchase Plans

The Company’s 1992 Stock Option Plan provides for
the granting of Incentive Stock Options and Nonqualified
Options to purchase 850,000 shares of the Company’s
common stock to officers and key employees at a price not
less than the fair market value on the date the option
is granted.
Options become exercisable as determined at the date
of grant by a com m ittee of the Board of Directors. Options
expire ten years after the date of grant unless an earlier
expiration date is set at the tim e of grant.
Details of stock options are as follows:
Number
of Shares
1991
Granted
Exercised
Cancelled
Outstanding, end of year
Exercisable, end of year

168,000
104,850
168,900
924,710
403,310

1992
Granted
Exercised
Cancelled
Outstanding, end of year
Exercisable, end of year

241,126
86,644
5,600
1,073,592
361,341

1993
Granted
Exercised
Cancelled
Outstanding, end of year
Exercisable, end of year

109,000
163,704
80,875
938,013
241,212

Option
Price
$

14.50
6.25-11.25
8.125-14.50
6.25-17.88
6.25-17.88

$11.13-17.19
6.25-13.88
13.88-17.88
6.25-17.88
6.25-17.88
$

14.88
6.25-17.88
8.50-17.88
6.25-17.88
6.25-17.88

At October 3 1 , 1993, options to purchase 571,300 shares
were available for grant under the 1992 Plan.
LITTON INDUSTRIES, INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note F (In Part): Shares O utstanding and
Shareholders’ Investm ent

Stock Option Information
The Company has various plans which provide for the
grant of incentive awards to officers and other key
employees. Incentive awards may be granted in the form
of stock options at not less than 50% nor more than 100%
of the fair market value of the Company’s Common stock
on the date of grant.
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The awards outstanding under the Company’s various
employee incentive plans at July 3 1 , 1993 and 1992 were
stock options to purchase 2,482,129 and 2,878,553 shares,
respectively, at exercise prices per share ranging from
$14.35 to $57.38 and $14.35 to $49.47, respectively. Of
these options, 1,129,019 and 1,502,203 were exercisable
by their term s at July 31, 1993 and 1992, respectively.
During fiscal year 1993, options were granted under these
plans to purchase 372,00 shares at prices per share rang
ing from $23.38 to $57.38 and options to purchase 719,424
shares were exercised at prices per share ranging from
$14.35 to $47.94. During fiscal year 1992, options were
granted under these plans to purchase 1,138,000 shares
at prices per share ranging from $20.44 to $47.94 and
options to purchase 828,812 shares were exercised at
prices per share ranging from $12.04 to $47.94. At July 31,
1993, there were 438,953 shares available for grants of
future awards under these plans.
The Company has a Director Stock Option Plan which
provides for the grant of stock options to the Company’s
nonemployee directors. Under this plan, stock options are
granted annually at the fair market value of the Com
pany’s Common stock on the date of grant. The number of
options so granted annually is fixed by the plan. Such
options become fully exercisable on the first anniversary
of their respective grant. The total number of shares to be
issued under this plan may not exceed 400,000 shares.
During fiscal years 1993 and 1992, options under this plan
were granted to purchase 24,000 and 16,000 shares at
prices per share of $42.50 and $43.03, respectively.
Options outstanding at July 31, 1993 and 1992 were
140,000 and 116,000, respectively. Of these options,
116,000 were exercisable at July 31, 1993 and 102,000
were exercisable at July 3 1 ,1992.
In connection with the Distribution of the shares of
Western Atlas Common stock (see Note B), each option
granted pursuant to the Plans w ill be adjusted to account
for the Distribution. Each option outstanding immediately
prior to the Distribution w ill be adjusted, subject to
approval by the Litton shareholders, to provide that each
such option holder w ill receive a new option to purchase
the same number of shares of Western Atlas Common
stock as were subject to the Litton options; that the per
share option price of the Litton options w ill be decreased
by the per share option price of such WAI options; and that
the ratio of the exercise price of the WAI options to the
exercise price of the Litton options w ill correspond to the
ratio of the post-Distribution market price of the Western
Atlas Common stock to the post-Distribution market price
of the Litton Common stock. The effect will be to preserve,
and not Increase, the economic value of Litton options.
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OGDEN CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. Common S tock and S tock O ptions
In 1986, Ogden adopted a nonqualified stock option plan
(the “ 1986 Plan” ). Under the 1986 Plan, options and/or
stock appreciation rights may be granted to key manage
ment employees to purchase Ogden common stock at
prices not less than the fair market value at the tim e of
grant, which become exercisable during a five-year period
from the date of grant, except for the grant to the Chairman
of the Board, which vested in its entirety six months after
the date of the grant. As adopted, and as adjusted for
stock splits, the 1986 Plan calls for up to an aggregate of
2,700,000 shares of Ogden common stock to be available
for issuance upon the exercise of options and stock
appreciation rights, which may be granted over a ten-year
period ending March 10,1996; 115,500 shares were availa
ble for grant at December 3 1 , 1993.
In October 1990, Ogden adopted the Ogden 1990 Stock
Option Plan (the “ 1990 Plan” ). Under the 1990 Plan, non
qualified options, incentive stock options, and/or stock
appreciation rights and stock bonuses may be granted to
key management employees and outside directors to
purchase Ogden common stock at an exercise price to be
determined by the Ogden Compensation Committee. Pur
suant to the 1990 Plan, an aggregate of 3,000,000 shares
of Ogden common stock is available for issuance upon
the exercise of such options, rights, and bonuses, which
may be granted over a ten-year period ending October 11,
2000; 237,000 shares were available for grant at Decem
ber 3 1 , 1993.
Under the foregoing plans, Ogden issued 3,190,000
lim ited stock appreciation rights in conjunction with the
stock options granted. These lim ited rights are exercisa
ble only during the period commencing on the first day
following the occurrence of any of the following events
and term inate 90 days after such date: the acquisition by
any person of 20% or more of the voting power of Ogden’s
outstanding securities; the approval by Ogden share
holders of an agreement to merge or to sell substantially
all of its assets; or the occurrence of certain changes in
the membership of the Ogden Board of Directors. The
exercise of these lim ited rights entitles participants to
receive an amount in cash with respect to each share
subject thereto, equal to the excess of the market value of
a share of Ogden common stock on the exercise date or
the date these lim ited rights become exercisable, over the
related option price.
in connection with the acquisition of ERC International,
Inc. (ERCI), Ogden assumed preexisting ERCI stock
option plans and converted all options then outstanding
into options to acquire shares of Ogden common stock.
No further options w ill be granted under the ERCI plans.
These options expired in 1993.

Stock Option and Stock Purchase Plans
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Information regarding the Corporation’s stock option plans is summarized as follows:
Option Price
________________________________________________________ Per Share
1986 Plan;
December 31,1990, balance.............................................................. $14.98-28.54
Became exercisable..........................................................................
Exercised........................................................................................
14.98
December 31,1991, balance.............................................................. 14.98-28.54
Became exercisable..........................................................................
Exercised........................................................................................
14.98
Cancelled........................................................................................
28.54
December 31,1992, balance.............................................................. 14.98-28.54
Became exercisable..........................................................................
Exercised........................................................................................
14.98
December 31,1993, balance.............................................................. 14.98-28.54
1990 Plan:
December 31,1990, balance..............................................................
Granted.........................................................................................
Became exercisable..........................................................................
Cancelled........................................................................................
December 31,1991, balance..............................................................
Granted..........................................................................................
Became exercisable..........................................................................
Cancelled........................................................................................
December 31,1992, balance.............................................................
Granted..........................................................................................
Became exercisable..........................................................................
Exercised........................................................................................
Cancelled........................................................................................
December 31,1993, balance.............................................................

18.31
20.31

Outstanding

Exercisable

1,305,500

589,500
154,000
(79,100)
664,400
150,000
(136,400)
( 10,000)
________
668,000
144,000
(49,313)
762,687

(79,100)
1,226,400
(136,400)
(10,000)
1,080,000
(49,313)
1,030,687

(50,000)
2,681,000
40,000

18.31-21.19
18.31-21.19
23.56

(66,000)
2,655,000
158,000

18.31-20.31
18.31-20.31
18.31-23.56

(123,000)
(50,000)
2,640,000

Conversion of ERCI Plan:
December 31,1990, balance.............................................................
19.98-35.55
Became exercisable..........................................................................
Exercised........................................................................................
19.98
Cancelled........................................................................................ 19.98-34.03
December 31,1991, balance............................................................
21.05-35.55
Became exercisable..........................................................................
Exercised........................................................................................
21.05
Cancelled........................................................................................ 21.05-35.55
December 31,1992, balance.............................................................. 21.05-24.74
Exercised........................................................................................
21.05
Cancelled........................................................................................ 21.05-24.74
December 31,1993, balance..............................................................
Total, December 31,1993 ................................................................. $14.98-28.54

143,115

105,500
10,000

115,500

115,500

(211 ,000)

498,000
________
498,000
539,400
________
1,037,400
522,900
(123,000)
(4,000)
1,433,300

(15,890)
(51,951)
70,117
(23,102)
(47,015)

96,281
30,591
(407)
(4,750)
121,715
16,243
(15,890)
(51,951)
70,117
(23,102)
(47,015)

3,670,687

2,195,987

(407)
(4,750)
137,958

105,500

480,000

2,520,000
211,000

18.31-20.31
18.31-20.31
21.19

Available
for Grant

50,000
319,000
(40,000)
66,000
345,500
(158,000)
50,000
237,000

352,500

At December 3 1 ,1993, there were 8,138,164 shares of common stock reserved for the exercise of stock options and the
conversion of preferred shares and debentures.
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UST INC. (DEC)

TW IN DISC INCORPORATED (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
I. Stock Option Plans
In 1989, the Company’s shareholders adopted a nonquali
fied stock option plan for officers, key employees and
directors to purchase up to 75,000 shares of common
stock, and an incentive stock option plan for officers to
purchase up to 125,000 shares of common stock. The
plans are administered by the Executive Selection and
Compensation Committee of the Board of Directors which
has the authority to determine which officers and key
employees of the Company w ill be granted options. The
grant of options to nonemployee directors is fixed and
based on such directors’ seniority. Ail options allow for the
purchase of common stock at prices not less than the fair
market value of such stock at the date of grant. Option
price under the incentive stock option plan if the optionee
owns more than 10% of the total combined voting power of
all classes of the Company’s stock w ill not be less than
110% of the fair market value of such stock. Options
granted under the plans become exercisable immediately
and expire ten years after the date of grant, unless the
employee owns more than 10% of the total combined
voting power of all classes of the Company’s stock, in
which case they must be exercised within five years of the
date of grant.
Shares available for future options as of June 30 were
as follows;

Nonqualified stock option plan
Incentive stock option plan

1993
24,850
23,000

1992
33,150
45,300

Stock option transactions under the plans during 1993
and 1992 were as follows:

Nonqualified stock option plan;
Options outstanding at July 1
Granted
Cancelled
Options outstanding at June 30
Options price range at June 30
Incentive stock option plan:
Options outstanding at July 1
Granted
Cancelled
Exercised ($14.00 per share)
Options outstanding at June 30
Options price range at June 30

1993

1992

41,850
12,300
(4,000)
50,150

44,800
2,000
(4,950)
41,850

$ 14.00- $ 14.0029.63
29.63
79,300
22,600
(300)
—

101,600

74,400
10,600
(5,300)
(400)
79,300

$ 14.00- $ 14.0032.59
32.59

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
S tock O ptions
The Company maintains two stock option plans, the 1992
and 1982 Stock Option Plans. At December 31, 1993,
9,205,400 shares were available for grant under the 1992
plan, while no shares were available under the 1982 plan.
Under the plans, options may be granted at not less than
the fair market value on the date of grant. Under the 1992
Stock Option Plan, options first become exercisable, in
ratable installm ents or otherwise, over a period of one to
five years from the date of grant and may be exercised up
to a maximum of 10 years from date of grant using various
payment methods.
Receivables from the exercise of options in the amount
of $17.4 m illion in 1993, $17.2 m illion in 1992 and $12.5 mil
lion in 1991 have been deducted from stockholders’ equity.
Changes in outstanding options were as follows:

Outstanding Dec. 31,1990
Options granted
Options exercised
Outstanding Dec. 31,1991
Options granted
Options exercised
Options expired
Outstanding Dec. 31,1992
Options granted
Options exercised
Options forfeited
Outstanding Dec. 31,1993

Price Range
$ 1.94-$14.84
18.28- 24.19
1.94- 18.28
2.16- 24.19
30.81
2.16- 30.81
2.16
4.05- 30.81
25.50
4.05- 30.81
25.50
4.05- 30.81

Shares
24,015,200
3,217,400
(5,998,600)
21,234,000
3,798,400
(6,964,400)
(2,400)
18,065,600
1,198,800
(2,186,700
(4,200)
17,073,500

Under the 1982 Stock Option Plan, incentive and non
qualified options to purchase a total of 15,878,900 shares
were outstanding and exercisable as of December 31,1993.
The average price per share is $17.68, with expiration
dates ranging from February 7 , 1994 to February 6 , 2002.
Under the 1992 Stock Option Plan, incentive and non
qualified options to purchase a total of 1,194,600 shares
were outstanding but due to vesting requirements were
not exercisable as of December 31, 1993. The price per
share is $2550, with an expiration date of February 2 2 ,2003.

Stock Option and Stock Purchase Plans

W ILLAM ETTE INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Stockholders’ Equity
The Company has a Stock Option and Stock Appreciation
Rights Plan (the Plan). The Plan provides that options be
granted at exercise prices equal to market value on the
date the option is granted. Options granted generally
become exercisable after one year in 33⅓ % Increments
per year and expire ten years from the date of grant. The
Company has reserved 3,000,000 shares for distribution
under the Plan. A summary of stock option activity related
to the Plan is as follows;

Outstanding December 31,1990
Granted
Exercised
Cancelled or surrendered
Outstanding December 31,1991
Granted
Exercised
Cancelled or surrendered
Outstanding December 31,1992
Granted
Exercised
Cancelled or surrendered
Outstanding December 31,1993
Shares exercisable

Shares
1,008,300
302,100
84,312
54,068
1,172,020
182,400
323,990
23,858
1,006,572
259,150
137,459
1,460
1,126,803
660,520

Option Price
Per Share
$16.75-28.875
23.625
16.75-26.25
23.25-28.875
16.75- 28.875
38.875
16.75- 28.875
16.75- 28.875
16.75- 38.875
39.25
16.75-38.875
38.875-39.25
$ 16.75-39.25
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The Company has a shareholder rights plan providing
for the distribution of rights to shareholders ten days after
a person or group (an "acquiring person") becomes the
owner of 20% or more of the Company’s common stock or
makes a tender offer or exchange offer which would result
in the ownership of 30% or more of the common stock.
Once the rights are distributed, each right becomes
exercisable to purchase for $175, 1/100th of a share of a
new series of Company preferred stock, which 1/100th
share is intended to equal one common share in market
value. Ten days after an acquiring person becomes the
owner of 20% or more of the Company’s common stock,
each right (other than rights held by the acquiring person)
becomes exercisable to purchase for $175, common
shares with a market value of $350. The rights w ill expire
in 2000 and may be redeemed at $.01 per right any tim e
prior to the tenth day after an acquiring person becomes
the owner of 20% or more of the common stock.
The Financial Accounting Standards Board has issued
an exposure draft on accounting for stock-based compen
sation. If implemented, the proposed standard w ill require
compensation expense to be recognized in the financial
statements for all stock based compensation plans. The
Company anticipates that the im pact of the proposed
accounting standard w ill not be material to its financial
statements if implemented as drafted.

STOCK PURCHASE PLANS

$ 16.75-39.25
ADVANCED MICRO DEVICES, INC. (DEC)

in addition, stock appreciation rights (SARs) which have
been awarded and are outstanding to officers of the Com
pany amount to 126,470 shares; of these 8,190 w ith a basis
of $16.75; 10,940 with a basis of $28.875; 23,260 with a
basis of $24.25; 38,160 with a basis of $23.25 and 45,920
with a basis of $26.25 were available for exercise at
December 31,1993. SARs permit the optionee to surrender
an exercisable option for a cash amount equal to the
difference between the market price and option price of
the common stock when the right is exercised.
Under the Plan, a committee of the Board of Directors of
the Company is authorized to issue up to 500,000 restricted
shares of common stock to eligible employees. These
shares are subject to certain transfer restrictions including
the passage of time, and vesting may be dependent upon
continued employment, the attainm ent of performance
goals, or both. The Company has awarded 31,146 restricted
shares of common stock to certain officers, w ithout cost.
These shares w ill vest in one-third annual increments
beginning after three years of continuous employment. At
December 3 1 , 1993, 4,372 restricted shares have vested.
Unearned compensation, representing the fair market
value of the shares at the date of issuance, is charged to
income over the vesting period.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Employee B enefit Plans

Stock Purchase Plan
The company has a stock purchase plan that allows
participating employees to purchase, through payroll
deductions, shares of the com pany’s common stock at 85
percent of the fair market value at specified dates. At
December 2 6 , 1993,5,621 employees were eligible to par
ticipate in the plan and 1,361,252 common shares
remained available for issuance under the plan. A sum
mary of stock purchased under the plan is shown below.

Thousands except employe
e participants
Aggregate purchase price
Shares purchased
Employee participants

1993
$6,413
387
1,684

1992
1991
$4,614 $4,207
483
689
1,349 1,065
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DANA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in m illions, except share and p er share am ounts)

Stock Purchase Plan
All full-tim e dom estic and certain nondomestic employees
are eligible to participate in Dana’s employee stock pur
chase plan. The plan provides that participants may
authorize Dana to withhold up to 15% of earnings and
deposit such amounts with an independent custodian.
The custodian causes to be purchased, as nominee for
the participants, common stock of Dana at prevailing
market prices and distributes the shares purchased to the
participants upon request.
Under the plan, Dana contributes on behalf of each par
ticipant up to 50% of the participant’s contributions. The
Company’s contributions w ill accumulate over a 5-year
period, provided that the shares are left in the plan. If any
shares are withdrawn by a participant before the end of
five years, the Company match toward those shares w ill
depend on the period of tim e that the shares have been in
the plan. Dana’s contributions under the plan, which were
charged to expense, amounted to $2.2 in 1991, $3.3 in
1992 and $4.1 in 1993.
HERMAN M ILLER, INC. (MAY)

and 1991, shares issued under the plans were 1,187,877,
1,792,271, and 1,640,361, respectively. At June 30, 1993,
4,954 of 10,338 eligible employees were participants in
the plans.
In 1992 the shareholders approved amendments to the
employee stock purchase plans to increase the aggregate
number of shares Issuable under the plans by 1,600,000.
In 1993 the shareholders approved an amendment to the
employee stock purchase plans to reduce the maximum
enrollm ent period from 27 months to 12 months and to
increase the aggregate number of shares issuable under
the plans by 1,400,000. The total number of shares
reserved for future issuance under the plans was
1,138,724 at June 3 0 , 1993.

TREASURY STOCK
APB O pinion No. 6 discusses the balance sheet pre
sentation of treasury stock. As shown in Table 2-37, the
prevalent balance sheet presentation of treasury stock is
to show the cost of treasury stock as a reduction of stock
holders’ equity.
Examples of treasury stock presentations follow.

TABLE 2-37: TREASURY STO C KBALANCE SHEET PRESENTATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Stock Purchase Plan
Under the terms of the com pany’s 1987 Employee Stock
Purchase Plan, 1.1 m illion shares of authorized common
stock were reserved for purchase by plan participants at
85 percent of the market price. At May 29, 1993, 315,167
shares remained available for purchase through the plan,
and there were 4,451 employees eligible to participate in
the plan, of which 1,275, or 28.6 percent, were par
ticipants. Employees purchased 124,069 shares, at prices
ranging from $13.71 to $21.78, during the year. Total
receipts to the company were $2.0 m illion. Since the
inception of the employee stock purchase program in
1977, employees have purchased a total of 1,745,444
shares at prices ranging from $1.90 to $22.84. Since the
plan is noncompensatory, no charges to operations have
been recorded.

RAYCHEM CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Stock Purchase Plans
The company’s employee stock purchase plans provide
that eligible employees may contribute up to 15% of their
base earnings toward the quarterly purchase of the com
pany’s Common Stock. The employee’s purchase price is
derived from a form ula based on the fair market value of
the Common Stock. No com pensation expense is
recorded in connection with the plans. During 1993,1992

Common stock
Cost of treasury stock shown
as stockholders’ equity
deduction.............................
Par or stated value of treasury
stock deducted from issued
stock of the same class..........
Cost of treasury stock deducted
from stock of the same class...
Other ......................................
Total Presentations................
Preferred Stock
Cost of treasury stock shown
as stockholders’
equity deduction.....................
Par or stated value of treasury
stock deducted from issued
stock of the same class..........
Other ......................................
Total Presentations................

1993

1992

1991

1990

349

341

349

351

16

24

28

29

9
6

13
4

6
5

8
3

380

382

388

391

2

5

3

4

2
7

3
3
9

1
2
5

—

3
—

7

Number of Companies
Disclosing treasury stock............
Not disclosing treasury stock.......

380
220

381
219

388
212

391
209

Total Companies...................

600

600

600

600

Treasury Stock
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Cost Of Treasury Stock Shown As Reduction Of Stockholders’ Equity
COURIER CORPORATION (JUN)

Stockholders’ equity:
Preferred stock, $1 par value— authorized 1,000,000 shares: none issued
Common stock, stock, $1 par value:
Shares
1993
Authorized........................................................................
6 ,000,000
Issued .............................................................................
4,500,000
Outstanding......................................................................
1,871,563
Additional paid-in capital ............................................................
Retained earnings...................................................................................
Treasury stock, at cost: 2,628,437 shares in 1993 and 2,734,164 shares in 1992
Total stockholders’ equity.................................................................
ECHLIN INC. (AUG)

1993

1992

4,500,000
8,157,000
37,847,000
(24,921,000)
25,583,000

4,500,000
8,165,000
35,658,000
(25,776,000)
22,547,000

1992
6 ,000,000

4,500,000
1,765,836

HARNISCHFEGER INDUSTRIES, INC. (OCT)
1993

1992

1993

($000)
Stockholders’ equity:
Preferred stock, without par value:
Authorized 1,000,000 shares, issued none
Common stock, $1 par value:
Authorized 150,000,000 shares, issued
59,105,321 and 56,483,250
Capital in excess of par value
Retained earnings
Foreign currency translation adjustment
Treasury stock, at cost, 270,264 shares
Total stockholders’ equity

$

$

59,105
325,865
371,963
(40,116)
(2,995)
713,822

56,483
320,357
309,449
10,654
(2,995)
693,948

1993

1992

($ millions)

Less cost of common stock in treasury,
13,575,263 shares in 1993 and
14,030,676 shares in 1992
Total stockholders’ equity

Stockholders’ Equity:
Common stock (issued, 32,798,155 shares
and 32,783,655 shares, respectively)
$ 32,798 $ 32,784
Capital in excess of par value
392,757
399,723
Retained earnings
243,517
272,392
Cumulative translation adjustments
(28,475) (19,023)
Less: Stock Employee Compensation
Trust (2,526,553 shares) at market
(55,900)
Treasury Stock (4,847,729 shares and
4,818,000 shares, respectively) at cost
(88,345)
(87,533)
503,318
591,377

NOTES TO FINANCIAL STATEMENTS
(Dollar amounts In thousands)

EMERSON ELECTRIC CO. (SEP)

Stockholders’ equity
Preferred stock of $2.50 par value
per share.
Authorized 5,400,000 shares;
issued— none
Common stock of $1 par value per share.
Authorized 400,000,000 shares; issued
238,338,503 shares in 1993 and 1992
Additional paid-in capital
Retained earnings
Cumulative translation adjustments

1992

($000)

$

$

238.3
4.1
4,182.5
(69.1)
4,355.8

3,798.6
133.0
4,169.9

440.7
3,915.1

440.1
3,729.8

238.3
—

Note 11 (In Part):
Following a “ Dutch auction’ ’ self-tender In May, 1993, the
Company purchased for cash 2,500,000 common shares,
or approximately 9% of common shares outstanding, at
$19% per share, in conjunction with the establishment of
the Harnischfeger Industries, Inc. SECT. Concurrent with
the purchase, the Company sold 2,547,771 common
shares held in treasury to the SECT, amounting to $50,000
at $19% per share. The purchase of the treasury shares
reduced shareholders’ equity; the sale of the treasury
shares to the SECT had no im pact on such equity. Shares
in the SECT w ill be used to provide future employee
benefits under existing plans that currently require shares
of stock.
Shares owned by the SECT are accounted for as treasury
stock until issued to existing benefit plans; they are
reflected as a reduction to shareholders’ equity. Each
period the shares owned by the SECT are valued at the
closing market price, with corresponding changes in the
SECT balance reflected in capital in excess of par value.
Also, shares in the SECT are not considered outstanding
for computing earnings per share until Issued by the SECT.
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OTHER ACCOUNTS SHOWN IN
STOCKHOLDERS’ EQUITY SECTION

Par Value Of Treasury Stock Deducted
From Issued Stock
RAYTHEON COMPANY (DEC)
1993
($000)
Stockholders’ equity:
Preferred stock, no par value
Authorized; 3,000,000 shares
Outstanding: 1993 and 1992— none
Common stock, par value $1.00
per share
Authorized: 200,000,000 shares
Outstanding: 1993— 135,214,000
shares: 1992-135,660,000
shares (after deducting shares
in treasury: 1993-42,254,000;
1992-41,808,000)
Additional paid-in capital
Equity adjustments
Retained earnings
Total stockholders’ equity

$

1992

$

135,660
273,559
(7,068)
3,441,083
3,843,234

135,214
328,489
(2,100)
3,836,257
4,297,860

TABLE 2-38: OTHER STOCKHOLDERS’
EQUITY ACCOUNTS

SPARTON CORPORATION (JUN)

$

9,762,963
399,942
56,802,918
66,965,823

Number of Companies
1993 1992 1991 1990

1992

1993
Stockholders’ equity;
Preferred stock, serial, no par
value; 200,000 shares authorized,
none outstanding
Common stock, $1.25 par value;
8,500,000 shares authorized,
7,810,370 shares outstanding
(7,791,672 in 1992) after
deducting 124,342 shares
(143,040 in 1992) in treasury
Capital in excess of par value
Retained earnings
Total stockholders’ equity

Many of the survey companies present accounts other
than Capital Stock, Additional Paid-in Capital, Retained
Earnings, and Treasury Stock in the stockholders’ equity
section of the balance sheet. Other stockholder equity
accounts appearing on the 1993 balance sheets of the
survey companies include, but are not lim ited to, cum ula
tive translation adjustments, guarantees of ESOP debt,
unearned or deferred compensation related to employee
stock award plans, amounts owed to a company by
employees for loans to buy company stock and unrealized
losses/gains related to investments in certain debt and
equity securities. Table 2-38 shows the number of survey
company balance sheets presenting other stockholders’
equity accounts.
Three hundred seventeen survey companies disclosed
that stock purchase rights have been distributed to com
mon shareholders. The rights enable the holder to purchase
additional equity in a company should an outside party
acquire or tender for a substantial m inority interest in the
subject company. Such rights usually do not appear on
the balance sheet.

$

9,739,590
371,377
50,164,976
60,257,943

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): Summary o f S ignificant Accounting P olicies

Treasury Stock
The excess of the cost of shares acquired for the treasury
over par value Is allocated to capital in excess of par value
based on the per share amount of capital in excess of par
value for all shares, with the difference charged to
retained earnings.

Cumulative translation
adjustments.........................
Minimum pension liability
adjustments..........................
Unearned compensation ............
Guarantees of ESOP debt............
Unrealized losses/gains on
certain investments...............
Receivables from sale of stock ..

384

367

353

352

104
99
96

63
86
98

40
79
90

39
71
94

26
13

18
14

18
17

26
17

other Accounts Shown in Stockholders’ Equity Section

Cumulative Translation Adjustments
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary o f S ignificant Accounting Policies

THE INTERLAKE CORPORATION (DEC)
1993
($000)

1992

Shareholders’ Equity;
Common stock, par value $1 per share,
authorized 100,000,000 shares, issued
23,228,695 in 1993 and 1992
$ 23,229 $ 23,229
Additional paid-in capital
30,248
30,271
Cost of common stock held in treasury
(1,202,000 shares in 1993 and
1,201,956 shares in 1992)
(28,047)
(28,060)
Retained earnings (Accumulated deficit)
(253,215) (227,252)
Unearned compensation
(11,279)
(12,934)
Accumulated foreign currency translation
adjustments
(20,703)
(17,972)
Total Shareholders’ Equity
(259,767) (232,718)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Foreign Currency Translation
The financial position and results of operations of the
Company’s foreign subsidiaries are measured using local
currency as the functional currency. Assets and liabilities
of these subsidiaries are translated at the exchange rate
in effect at each year-end. Income statement accounts are
translated at the average rate of exchange prevailing
during the year. Translation adjustments arising from
differences in exchange rates from period to period are
included in the accumulated foreign currency translation
adjustments account in shareholders’ equity.
PREMIER INDUSTRIAL CORPORATION (MAY)
1993
($ 000)
Shareholders’ equity:
Capital stock and other paid-in capital:
Serial preferred, without par value;
authorized but unissued
1,500,000 shares
Common, without par value; stated
value $1 per share; authorized
100,000,000 shares, issued 87,076,321
and 58,174,911 in 1993 and 1992,
respectively
Retained earnings
Foreign currency translation adjustment
Treasury shares at cost (792,956 and
646,430 shares, respectively)

$

1992

$

87,076
332,498
766

58,175
302,499
1,288

(21,881)
398,459

(17,015)
344,947

(b) Translation of Foreign Currencies
The Company translates foreign currency financial state
ments by translating balance sheet accounts at the current
exchange rate and income statement accounts at the
average exchange rate for the year. Translation gains and
losses are recorded in shareholders’ equity, and realized
gains and losses are reflected in income.

Minimum Pension Liability Adjustments
M .A. HANNA COMPANY (DEC)
1993
($ 000)
Stockholders’ Equity
Preferred stock, without par value;
authorized 5,000,000 shares; issued
132 shares in 1993 and 0 shares
in 1992
Common stock, par value $1.00 per
share: authorized 50,000,000 shares;
issued 28,605,722 shares in 1993 and
28,274,584 shares in 1992
Common stock warrants
Paid-in capital
Retained earnings
Associates’ ownership trust
Cost of treasury stock
(4,864,707 shares in 1993 and
4,874,512 shares in 1992)
Minimum pension liability adjustment
Accumulated translation adjustment
Total stockholders’ equity

-

28,606

1992

$

28,274
14,621
288,708
280,420

299,389
269,026
(115,214)

( 111,221)

(102,794)
(8,577)
(4,980)
365,456

(102,379)
(480)
397,943

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Pension and O ther Post-Retirem ent Benefits (In Part)
In accordance with the provisions of Financial Accounting
Standard No. 87, the Company recorded a minimum
pension liability representing the excess of the accumulated
benefit obligation over the fair value of plan assets and
accrued pension liabilities. The liability has been offset by
intangible assets to the extent possible. Because the
asset recognized may not exceed the amount of unrecog
nized past service cost, the balance of the liability at the
end of 1993 is reported as a separate reduction of stock
holders’ equity, net of applicable deferred income taxes.

Section 2: Balance Sheet
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THE PENN TRAFFIC COMPANY (JAN)
1993

1994
($ 000)

Shareholders’ Equity:
Preferred stock— Authorized 10,000,000,
$1.00 par value; none issued
Common stock— Authorized 30,000,000,
$1.25 par value; 10,840,151 shares
and 8,258,113 shares issued and
outstanding, respectively
Capital in Excess of Par Value
Retained Deficit
Minimum Pension Liability Adjustment
(Note 3)
Unearned Compensation
Total Shareholders’ Equity

$ 13,550 $ 10,322
179,087
94,288
(162,924) (145,098)
(4,963)
(9,768)
14,982

(40,488)

Note 3 (In Part): Employee B enefit Plans
Pursuant to the provisions of Statement of Financial
Accounting Standards No. 87, “ Employers’ Accounting
for Pensions” (“ SFAS 87” ), the Company recorded in
other noncurrent liabilities an additional minimum pension
liability adjustm ent of $16,019,000 as of January 2 9 , 1994,
representing the amount by which the accumulated benefit
obligation exceeded the fair value of plan assets plus
accrued amounts previously recorded. The additional
liability has been offset by an intangible asset to the extent
of previously unrecognized prior service cost. The amount
in excess of previously unrecognized prior service cost is
recorded as a reduction of shareholders’ equity in the
amount of $4,963,000, representing the after-tax impact.

SAVANNAH FOODS & INDUSTRIES, INC. (SEP)
1993
($000)
Stockholders’ equity;
Common stock $.25 par value; $.55 stated
value; 64,000,000 shares authorized;
31,306,800 shares issued
Capital in excess of stated value
Retained earnings
Minimum pension liability adjustment
(Note 9)
Less—Treasury stock, at cost
(5,068,604 shares)
— Note receivable from employee
stock ownership trust
Total stockholders’ equity

Note 9 (In Part): Employee R etirem ent Plans and
O ther B enefit Plans
In accordance with the provisions of Statem ent o f Finan
cia l Accounting Standards No. 87— Em ployers’ Accounting
fo r Pensions, the Company has recorded an additional
minimum liability at October 3, 1993 and at January 3,
1993 representing the excess of the accumulated benefit
obligation over the fair value of plan assets and accrued
pension liability. The additional liability has been offset by
an intangible asset which is included in “ Other assets” to
the extent of previously unrecognized prior service cost.
Amounts in excess of previously unrecognized prior serv
ice cost are recorded net of the related deferred tax benefit
as a reduction of stockholders’ equity of $9,453,000 at
October 3, 1993, $1,241,000 at September 27, 1992, and
$1,437,000 at January 3 , 1993.

Unearned Compensation Relating To
Stock Award Plans
H.B. FULLER COMPANY (NOV)
1993
($000)
Stockholders’ Equity;
Series A preferred stock
Common stock
Additional paid-in capital
Retained earnings
Foreign currency translation adjustment
Unearned compensation— restricted stock
Total stockholders’ equity

1992

$

306 $
306
13,825
13,898
14,774
16,908
214,096
215,148
12,039
4,357
(1,221)
—
255,040
249,396

1992
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share am ounts)
14 (In Part): S tockholders’ E quity

$ 17,365
12,190
210,491

$ 17,365
12,190
218,532

(9,453)
230,593

(1.437)
246,650

31,275

31,275

4,604
194,714

4,755
210,620

1992 Stock Incentive Plan
Under the 1992 Stock Incentive Plan a total of 900,000
shares of the Company’s common stock are available for
the granting of awards during a period of up to ten years
from April 16,1992. The Stock Incentive Plan perm its the
granting of (a) stock options; (b) stock appreciation rights;
(c) restricted stock and restricted stock units; (d) per
form ance awards; (e) dividend equivalents; and (f) other
awards valued in whole or in part by reference to or
otherwise based upon the Company’s stock.
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For Fiscal 1993 a total of 36,075 restricted shares of the
Com pany’s common stock were granted to certain
employees. The market value of shares awarded $1,263
has been recorded as unearned com pensation-restricted
stock and is shown as a separate component of stock
holders’ equity. Unearned compensation is being amortized
to expense over the ten year vesting period and amounted
to $42 in Fiscal 1993.
For Fiscal 1993 a total of 28,775 restricted share units of
the Company’s common stock were allocated to certain
employees. The market value of units allocated $1,007 is
being treated as a common stock equivalent over the ten
year vesting period.
At November 3 0 ,1993,835,150 shares remained availa
ble for future grants or allocations.
LORAL CORPORATION (MAR)
1993

1992

($000)
Shareholders’ equity (Note 7):
Common stock $.25 par value;
authorized 70,000,000 shares,
issued 41,714,000 and
31,911,000 shares
Paid-in capital
Retained earnings
Less:
Treasury stock, at cost (448,000 and
22,000 shares)
Unearned compensation
Cumulative translation adjustment
Total shareholders’ equity

$

10,429
753,208
460,288
1,223,925
19,777
15,928
367
1,187,853

M EDIA GENERAL, INC. (DEC)
1993

1992

($ 000)

Stockholders’ equity:
Preferred stock ($5 cumulative convertible),
par value $5 per share:
Authorized 5,000,000 shares; none
outstanding
Common stock, par value $5 per share:
Class A, authorized 75,000,000
shares, issued 25,695,000 and
$128,475 $127,707
25,541,413 shares
Class B, authorized 600,000 shares;
2,786
2,786
issued 557,154 shares
5,967
4,052
Additional paid-in capital
(1,744)
(3,108)
Unearned compensation
77,140
91,314
Retained earnings
225,434 209,941
Total stockholders’ equity

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

$

7,978
419,397
589,733
1,017,108
756
18,567
447
997,338

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Shareholders’ Equity
Under the Company’s Restricted Stock Purchase Plan,
established in 1988, 1,000,000 shares of the Company’s
common stock were issued under the Plan, upon payment
by the employee of the par value per share. The total
number of shares earned under the Plan each year
equals 3% of the Company’s pretax profit divided by the
grant value (ranging from $27.50 to the current $210.00 per
share) of restricted shares outstanding. Any shares not
earned at the earlier of com pletion of the seventh year
after grant or term ination of employment w ill be essen
tially forfeited by being repurchased by the Company at
par value. Under the Plan, 170,857 shares, 210,493 shares
and 156,462 shares were earned for the years ended
March 3 1 ,1993,1992 and 1991, respectively. At March 31,
1993, 132,822 shares of common stock are still to be
earned. Unearned compensation related to these shares,
included as a separate component of shareholders’
equity, aggregated $7,504,000 and $4,935,000 at March
3 1 , 1993 and 1992, respectively, and is amortized as the
shares are earned.

Note 7 (In Part): Common S tock and S tock O ptions
Under the term s of the Company’s restricted stock plan,
adopted in 1991, certain key employees were granted
107,600 and 158,400 restricted shares of the Company’s
Class A stock in 1993 and 1991, respectively. Shares were
awarded in the name of each of the participants, who have
all the rights of other Class A stockholders, subject to cer
tain restrictions and forfeiture provisions. Restrictions on
the shares expire no more than ten years after the date of
award, or earlier if certain perform ance targets are met.
Unearned compensation was recorded at the date of
award based on the market value of shares. Unearned
compensation, which is shown as a separate component
of stockholders’ equity, is being amortized to expense
over the ten year vesting period, or in certain circum 
stances upon normal retirem ent. The amount amortized
to expense in 1993,1992 and 1991 was $358,000, $181,000
and $1,185,000, respectively. Shares reserved for future
grants at the end of 1993, 1992 and 1991 were 155,000,
245,900 and 241,600, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollar am ounts in thousands)

MORTON INTERNATIONAL, INC. (JUN)
1992
1993
(In millions)
Shareholders’ Equity
Preferred stock (par value $1.00 per share):
Authorized— 25.0 shares, none issued
$
$
Common stock (par value $1.00 per share)
Authorized— 300.0 shares
Issued— 48.8 shares and 48.5 shares
in 1993 and 1992
48.5
48.8
Additional paid-in capital
20.5
32.7
Retained earnings
1,129.5
1,115.4
Foreign currency translation adjustment
4.1
25.3
Unamortized restricted stock award
(. 8 )
(.9)
Total Shareholders’ Equity
1,200.2
1,222.9
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
S tock Awards Plan (In Part)
Under the terms of the 1989 Stock Awards Plan, restricted
stock award shares have been granted to certain
employees at no cost. The outstanding restricted stock
award shares vest from two to five years subsequent to
their award dates. The cost of restricted stock awards,
based on the stock’s fair market value at the award dates,
is charged to shareholders’ equity and subsequently
amortized against earnings over the vesting period. At
June 30, 1993, common shares of 39,948 were outstand
ing under restricted stock awards.

Guarantees Of ESOP Debt
BARNES GROUP INC. (DEC)
1993
($ 000)

1992

Stockholders’ equity
Common stock— par value $1.00 per share
Authorized: 20,000,000 shares
Issued: 7,345,923 shares stated at
$ 15,737 $ 15,737
Additional paid-in capital
29,502
28,745
Retained earnings
107,668
111,838
Foreign currency translation adjustments
(6,464)
(5,138)
Treasury stock at cost (1993-1,052,440
shares; 1992-1,122,944 shares)
(39,818) (42,488)
105,868
109,451
Guaranteed ESOP obligation
(14,019) (15,876)
93,575
91,849

10 (In Part): S tock Plans
All U.S. salaried and nonunion hourly employees are eligi
ble to participate in the company’s Guaranteed Stock
Plan (GSP). The GSP provides for the investment of ail
employer and employee contributions in the com pany’s
common stock. The company guarantees a minimum rate
of return on certain GSP assets.
The GSP, as amended, is a leveraged Employee Stock
Ownership Plan. In 1989, the GSP purchased 579,310
shares of the company’s common stock at a cost of
$21,000 using the proceeds of a loan guaranteed by the
company. These shares are held in trust and are issued to
employees’ accounts in the GSP as the loan is repaid.
Principal and interest on the GSP loan are being paid in
quarterly installm ents through 1999. The loan bears
interest based on LIBOR. At December 31, 1993, the
interest rate was 4.0%. interest of $592, $773 and $1,347
was incurred in 1993,1992 and 1991, respectively.
Contributions and certain dividends received are used
in part by the GSP to service its debt. Contributions
include both employee contributions up to a maximum of
10% of eligible pay and matching company contributions.
The company contributions are equal to the amount
required by the Plan to pay the principal and interest due
under the Plan loan, plus that required to purchase any
additional shares allocated to participant accounts, less
the sum of participant contributions and dividends
received by the Plan. In each of the years 1993,1992 and
1991, the GSP used $1,277 of company dividends for debt
service. The company expenses all cash contributions
made to the GSP. Compensation expense related to the
GSP was $2,452, $1,682 and $1,808 in 1993, 1992 and
1991, respectively. In addition to the company shares held
in trust, the GSP also purchases the company’s common
stock on the open market to meet its requirements. As of
December 3 1 ,1993, the GSP held 1,144,790 shares of the
company’s common stock.
For financial statement purposes, the company reflects
its guarantee of the GSP’s debt as a liability with a like
amount reflected as a reduction of stockholders’ equity.
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THE GILLETTE COMPANY (DEC)

BETZ LABORATORIES, INC. (DEC)
1993
($000)

Shareholders’ Equity
Preferred Shares— Authorized— 1,000,000
shares, $.10 par value, voting Series A
ESOP Convertible, 8% Cumulative,
stated at aggregate liquidation
preference: Issued: 1993— 496,005
$ 99,201 $ 99,465
shares: 1992— 497,323 shares
(95,374)
(94,101)
Guarantee of related ESOP debt
5,100
4,091
Common Shareholders’ Equity:
Common Shares— Authorized—
90,000,000 shares, $.10 par value;
Issued (including treasury shares):
1993-33,654,715 shares; 19923,367
3,365
33,666,491 shares
78,667
75,524
Capital in excess of par value of shares
Retained earnings
394,726
373,005
Cost of Common Shares in treasury:
1993-5,527,310 shares;
1992-5,146,082 shares
(170,442) (150,550)
Unearned compensation
(7,773)
(9,511)
Foreign currency translation
(4,324)
1,763
adjustments
294,219
293,598
Common Shareholders’ Equity
299,319
297,689
Total Shareholders’ Equity
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Employee Stock Ownership (ESOP) and
401(k) Plan
In 1989, the Company established an ESOP and a related
trust as a long-term benefit fo r substantially all of its
dom estic employees. This plan supplements the Com
pany’s employee retirem ent plan. Under this plan, the
Company sold 500,000 shares of a new Series A ESOP
Convertible Preferred Stock to the trust for $100,000,000.
The Company arranged for and guaranteed a loan of
$100,000,000 to the trust for the purchase of the preferred
stock. Proceeds of the loan were prim arily used for the
purchase of common treasury stock to be used for future
conversion and redemption of the preferred stock, which
is presently convertible into 2,776,000 shares of common
stock. The loan and guarantee are recorded in the
Company’s consolidated balance sheets as long-term
debt and a reduction in shareholders’ equity.

1992

1993

1992

($ millions)
Stockholders’ Equity
8.0% Cumulative Series C ESOP
Convertible Preferred, without
par value, Issued: 1993— 164,243
shares: 1992— 164,608 shares
Unearned ESOP compensation
Common stock, par value $1 per share
Authorized 580,000,000 shares
Issued: 1993— 278,587,610 shares;
1992277,874,114 shares
Additional paid-in capital
Earnings reinvested in the business
Cumulative foreign currency translation
adjustments
Treasury stock, at cost:
1993- 57,697,990 shares;
1992-57,705,301 shares
Total Stockholders’ Equity

99.0
(53.8)

99.2
(64.8)

278.6
259.4
2,357.9

277.9
236.9
2,259.6

(415.0)

(265.2)

(1,047.1)
1,479.0

(1,047.2)
1,496.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee S tock Ownership Plan
Under this plan, the Company sold to the ESOP 165,872
shares of new issue of Series C cum ulative convertible
preferred stock for $100 m illion, or $602.875 per share.
The Series C stock pays an annual dividend of 8% and w ill
be allocated to eligible employees over a 10-year period,
which began in September 1990.
Each share of Series C stock is entitled to vote as if it
were converted to common stock and is convertible into
20 common shares at $30.14375 per share. At Decem
ber 3 1 , 1993,164,243 Series C shares were outstanding.
This was equivalent to 3,284,851 shares of common stock,
about 1.5 % of the Company’s outstanding voting stock.
Each Series C share carries rights under the Com
pany’s preferred stock purchase rights plan and currently
is entitled to five rights.
Proceeds received from the sale of Series C shares to
the ESOP were used to retire Company debt. The ESOP
purchased the Series C shares with borrowed funds. The
ESOP loan principal and interest w ill be repaid on a
semi-annual basis over a 10-year period by Company
contributions to the ESOP and by the dividends paid on
the Series C shares. Company cash contributions and
dividend payments of $15.8 m illion and $18.1 m illion were
paid to the ESOP during 1993 and 1992, respectively. The
ESOP made principal and interest payments of $10.3 m il
lion and $5.5 m illion during 1993, $11.7 m illion and $6.5
m illion during 1992, and $14.1 m illion and $7.6 m illion
during 1991, respectively.
The Company has guaranteed the ESOP’s borrowings
and has reported the unpaid balance of this loan as a lia
bility of the Company. An unearned ESOP compensation
amount is reported as an offset to the Series C share
amount in the equity section.
Compensation expense related to the plan is based
upon the preferred shares allocated to participants and
amounted to $8.5 m illion, $11.1 m illion and $14.5 m illion in
1993,1992 and 1991, respectively.
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STANDARD MOTOR PRODUCTS, INC. (DEC)
1993
($000)

1992

Stockholders’ equity
Common stock— par value $2.00 per share:
Authorized: 30,000,000 shares, issued
13,309,976 shares in 1993 and
13,228,788 shares in 1992 (including
5,000 and 107,262 shares held
as treasury shares in 1993 and
1992, respectively)
$ 26,620 $ 26,458
Capital in excess of par value
2,120
1,654
Loan to E.S.O.P.
(8,385)
(10,065)
Minimum pension liability adjustment
(664)
(581)
Retained earnings
158,456
145,159
—
Foreign currency translation adjustments
69
178,299
162,542
Less: Treasury stock— at cost
1,414
116
Total stockholders’ equity
178,183
161,128
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Employee B enefit Plans
In January 1989, the Company established an Employee
Stock Ownership Plan (ESOP) and Trust for employees
who are not covered by a collective bargaining agree
ment. The ESOP authorized the Trust to purchase up to
1,000,000 shares of the Company’s common stock in the
open market. In 1989, the Company entered Into an agree
ment with a bank authorizing the Company to borrow up to
$18,000,000 in connection with the ESOP. Under this
agreement, the Company borrowed $16,729,000, payable
in equal annual installm ents through 1998 (see Note 8),
which was loaned on the same term s to the ESOP for the
purchase of common stock. During 1989, the ESOP made
open market purchases of 1,000,000 shares at an average
cost of $16.78 per share. The ESOP allocated approxi
mately 100,000 shares of common stock per annum to
participants from 1989 through 1993. At December 31,
1993, the ESOP owned approximately 500,000 shares of
common stock. Future com pany contributions plus
dividends earned w ill be used to service the debt.
Contributions to the ESOP are based on a predeter
mined form ula which is prim arily tied into dividends
earned by the ESOP and loan repayments. The expense
was calculated by subtracting dividend and interest
income earned by the ESOP, which amounted to approxi
mately $305,000, $313,000 and $319,000 for the years
ended December 31, 1993, 1992 and 1991, respectively,
from the principal repayment on the outstanding bank
loan. Interest costs amounted to approximately $772,000,
$756,000 and $1,149,000 for the years ended December
31, 1993, 1992 and 1991, respectively.
At December 31, 1993 and 1992 indebtedness of the
ESOP to the Company in the amounts of $8,385,000 and
$10,065,000, respectively, are shown as deductions from
shareholders’ equity in the consolidated balance sheet.

Federal income tax benefits of $124,000 in 1993,
$123,000 in 1992 and $125,000 in 1991, resulting from the
deductibility of certain dividends paid by the Company to
the ESOP, were credited directly to capital in excess of par.
The provision for expense in connection with the ESOP
was approximately $1,380,000 in 1993, $1,387,000 in 1992
and $1,378,000 in 1991.

Unrealized Losses/Gains On
Certain Investments
ASARCO INCORPORATED (DEC)
1993
($000)
Common stockholders’ equity
Authorized— 80,000,000 common
shares without par value:
Issued shares: 1993 and
1992-45,039,878
Unrealized gain on securities reported
at fair value (6)
Retained earnings
Treasury stock (at cost)— common
shares 1993-3,321,478;
1992-3,572,705
Total common stockholders’ equity

1992

$ 679,991

$ 679,991

112,729
808,143

821,072

(129,265)
1,471,598

(143,570)
1,357,493

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Investm ents

SFAS 115
In the fourth quarter of 1993, the Company adopted SFAS
115. Accordingly, certain of the Company’s investments,
principally MIM, have been classified as availabie-for-sale
securities and are reported at their fair value of $482.6 m il
lion compared to a historical cost of $309.1 m illion. The
unrealized gains of $173.4 m illion are reported as a sepa
rate component of stockholders’ equity, before deferred
taxes of $60.7 m illion. Investments accounted for using
the equity method of accounting (SPCC) and investments
which do not have readily determ inable fair market values
(MEDIMSA), are not affected by this accounting principle.
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THE DOW CHEMICAL COMPANY (DEC)

CLEVELAND-CLIFFS INC. (DEC)
1993

($ millions)

($ millions)
Shareholders’ Equity
Preferred Stock
Class A— no par value
Authorized— 500,000 shares;
Issued— none
Class B— no par value
Authorized— 4,000,000 shares;
Issued— none
Common Shares— par value $1 a share
Authorized— 28,000,000 shares;
Issued— 16,827,941 shares
Capital in excess o f par value o f shares
Retained incom e
Foreign currency translation adjustm ents
Unrealized gain on available fo r sale
securities, net o f tax
Cost o f 4,763,824 Common Shares in treasury
(19 92 -4,83 9,387 shares)
Total Shareholders’ Equity

$

-

—

16.8
61.4
315.8
(.3)

1992

1993

1992

—

16.8
61.2
308.0
( .3)

1.3

S tockholders’ Equity:
Common stock (authorized 500,000,000
shares o f $2.50 par value each; issued
1993: 327,125,854; 1992: 327,125,854)
Additional paid-in capital
Retained earnings
Unrealized gains (losses) on investm ents
Cum ulative translation adjustm ents
Treasury stock, at cost (1993: 52,640,015;
1992: 54,536,666)

$

818
366
8,645
105
(304)

$

818
350
8,720
(2)
(107)

(1,596)

(1.715)

8,034

8,064

Net stockholders’ equity

N O TES TO F IN A N C IA L STATEMENTS
(In millions, except for share am ounts)
A (In Part): S pecial Charge and Accounting Change

(114.3)

(116.1)

280.7

269.6

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policies (In Part)

Investments
The Company determines the appropriate classification
of debt and equity securities at the time of purchase
and reevaluates such designation as of each balance
sheet date.
Securities are classified as held-to-maturity when the
Company has the intent and ability to hold the securities
to maturity. Held-to-maturity securities are stated at cost
and investment income is included in earnings.
The Company classifies certain highly liquid securities
as trading securities. Trading securities are stated as fair
value and unrealized holding gains and losses are
included in income.
Securities that are not classified as held-to-maturity or
trading are classified as available-for-sale. Available-forsale securities are carried at fair value, with the unrealized
holding gains and losses, net of tax, reported as a sepa
rate component of shareholders’ equity.

Effective December 31, 1993, the Company adopted
FASB Statement No. 115 (‘‘Accounting for Certain Invest
ments in Debt and Equity Securities”). This statement
requires certain investments in debt and equity securities
to be classified as either Trading, Available-for-Sale,
or Held-to-Maturity. Investments classified as Trading
are reported at fair value with unrealized gains and
losses included in income. Investments classified as
Available-for-Sale are reported at fair value with unrealized
gains and losses recorded in a separate component of
stockholders’ equity. Investments classified as Held-toMaturity are recorded at amortized cost. The impact on
net income for the year was not material. The effect of the
change was an increase to stockholders’ equity of $107.
Prior year amounts were not restated.
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Receivables From Sale Of Stock

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

COHERENT, INC. (SEP)
1992

1993

(In thousands)
Stockholders’ Equity:
Common stock, par value $.01:
Authorized— 50,000 shares
Outstanding— 9,913 in 1993 and 9,437
in 1992
Additional paid-in capital
Notes receivable from stock sales
Retained earnings
Accumulated translation adjustment
Total Stockholders’ Equity

94
98 $
64,457
59,455
(1,310)
(1,438)
52,702
42,155
1,076
3,210
117,023
103,476

$

Employee B enefit Trust
In August 1993, the Company sold 10 m illion shares of
treasury stock to an Employee Benefit Trust. The EBT w ill
be used prim arily to fund future obligations for previously
approved Company benefit plans over the 15-year term
of the Trust. The common stock was acquired by the
EBT from the Company in exchange for a promissory
note valued at approximately $600 m illion at the date of
sale. The EBT, which represents unearned employee
benefits, has been recorded as a deduction from share
holders’ equity and w ill be reduced as employee benefits
are satisfied.

Stock Purchase Rights
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Notes Receivable from Stock Sales
During fiscal 1993 and 1992 certain officers exercised
stock options for notes. The notes are full recourse promis
sory notes bearing interest at variable rates ranging from
5.32% to 8.19% and are collateralized by the stock issued
upon exercise of the stock options. Interest is payable
annually and principal is due from 1995 through 1998.

Unearned Employee Benefits
PFIZER INC. (DEC)
1993

1992

($ millions)
Shareholders’ Equity
Preferred stock, without par value;
12,000,000 shares authorized,
none issued
Common stock, $.10 par value;
750,000,000 shares authorized;
issued: 1993-338,564,752;
1992-336,972,295
Additional paid-in capital
Retained earnings
Currency translation adjustment
Employee Benefit Trust: 1993—
10,000,000 common shares
Common stock in treasury, at cost:
1993-17,642,269; 1992-11,831,522
Total shareholders’ equity

$

-

33.9
491.7
5,240.7
31.7

$

33.7
374.9
5,119.3
45.3

(690.0)
(1,242.5)
3,865.5

(854.6)
4,718.6

AM P INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11: Shareholder R ights Plan
On October 25, 1989, the Board of Directors adopted a
Shareholder Rights Plan and declared a dividend of
one Common Stock Purchase Right (a “ Right” ) for each
outstanding share of Common Stock. Such Rights only
become exercisable, or transferable apart from the Com
mon Stock, ten business days after a person or group (an
“ Acquiring Person” ) acquires beneficial ownership of, or
commences a tender or exchange offer for, 20% or more
of the Company’s Common Stock.
Each Right then may be exercised to acquire one share
of the Company’s Common Stock at an exercise price of
$175, subject to adjustment. Thereafter, upon the occur
rence of certain events (for example, if the Company is the
surviving corporation of a merger with an Acquiring
Person), the Rights entitle holders other than the Acquir
ing Person to acquire Common Stock having a value of
twice the exercise price of the Rights. Alternatively, upon
the occurrence of certain other events (for example, if the
Company is acquired in a merger or other business
com bination transaction in which the Company is not the
surviving corporation), the Rights would entitle holders
other than the Acquiring Person to acquire Common
Stock of the Acquiring Person having a value twice the
exercise price of the Rights.
The Rights may be redeemed by the Company at a
redemption price of $.01 per Right at any tim e until the
tenth business day following public announcement that a
20% position has been acquired or ten business days
after commencement of a tender or exchange offer. The
Rights w ill expire on November 6, 1999.

Other Accounts Shown in Stockholders’ Equity Section

DONALDSON COMPANY, INC. (JUL)
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R.R. DONNELLEY & SONS COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note I— Shareholders’ Equity
On May 20, 1992, the Company’s Board of Directors
authorized a three-for-two stock split in the form of a stock
dividend, payable July 10,1992 to shareholders of record
June 19. The split resulted in the issuance of 4,087,147
new shares of Common Stock and the reissuance of
489,822 shares of Common Stock held in treasury. All
references In the financial statements to average numbers
of shares outstanding and related prices, per share
amounts, and Stock Option Plan data have been restated
to reflect the split.
Nonvoting rights, authorized by the Board of Directors,
were distributed as a dividend to stockholders of record as
of March 4 , 1986 at the rate of one right for each outstand
ing share of Common Stock. As a result of the two-for-one
stock split of the Company’s Common Stock, effective
May 2 , 1988, and the above noted three-for-two stock split,
the rights associated with each share of Common Stock
have been proportionately adjusted so that each share of
Common Stock is now accompanied by one-third of a
right instead of a full right. Under certain conditions, each
full right may be exercised to purchase one one-hundredth
of a newly issued share of Series A Junior Participating
Preferred Stock at an exercise price of $85. Generally,
except for acquisitions of Common Stock pursuant to a
tender or exchange offer found to be fair to shareholders
by the Company’s independent directors, the rights
become exercisable if a person or group acquires beneficial
ownership of 15 percent or more of the Common Stock or
commences a tender or exchange offer the consummation
of which would result in such person or group beneficially
owning 15 percent or more of the Common Stock. If any
person becomes the beneficial owner of 15 percent or
more of the Common Stock, or the Company is the
surviving corporation in a merger with a 15 percent-ormore stockholder and its Common Stock is not changed,
or a 15 percent-or-more stockholder engages in certain
self-dealing transactions with the Company, each right
not held by such person or related parties w ill entitle its
holder to purchase shares of Company Common Stock
having a value of twice the right’s then current exercise
price. If after a person or group acquires beneficial
ownership of 15 percent or more of the Common Stock
or the Company is acquired in a merger or business
com bination, each right may be exercised to purchase
common stock of the surviving company having a value of
twice the right’s then current exercise price. The rights,
which expire March 4, 1996, may be redeemed by the
Company at 10 cents per right at any tim e until 15 days
following a public announcement that a 15 percent
position has been acquired.

Shareholder R ights Plan
The company m aintains a Shareholder Rights Plan (the
Plan) designed to deter coercive or unfair takeover tactics,
to prevent a person or group from gaining control of the
company w ithout offering fair value to all shareholders
and to deter other abusive takeover tactics which are not
in the best interest of shareholders.
Under the term s of the Plan, each share of common
stock is accompanied by one-quarter of a right; each
full right entitles the shareholder to purchase from the
company, one one-hundredth of a newly issued share of
Series A Junior Preferred Stock at an exercise price
of $225.
The rights become exercisable ten days after a public
announcement that an acquiring person (as defined in the
Plan) has acquired 20% or more of the outstanding
common stock of the company (the Stock Acquisition
Date) or ten days after the commencement of a tender
offer which would result in a person owning 30% or more
of such shares. The company can redeem the rights for
$.05 per right at any tim e until twenty days following the
Stock Acquisition Date (the 20-day period can be short
ened or lengthened by the company). The rights w ill
expire on August 8, 1996, unless redeemed earlier by
the company.
If, subsequent to the rights becoming exercisable, the
company is acquired in a merger or other business com bi
nation at any tim e when there is a 20% or more holder, the
rights w ill then entitle a holder to buy shares of the
acquiring company with a market value equal to twice the
exercise price of each right. Alternatively, if a 20% holder
acquires the company by means of a merger in which the
company and its stock survives, or if any person acquires
30% or more of the com pany’s common stock, each right
not owned by a 20% or more shareholder, would become
exercisable for common stock of the company (or, in
certain circum stances, other consideration) having a
market value equal to twice the exercise price of the right.

FLOW ERS INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Common S tockholders’ Equity

Shareholder Rights Plan
On March 17, 1989, the Company’s Board of Directors
declared a dividend of one preferred share purchase right
(collectively, the “ Rights” ) for each share of common
stock held of record on April 3, 1989. Under certain
circumstances, a Right may be exercised to purchase one
one-thousandth of a share of Series A Junior Participating
Preferred Stock (the “ Preferred Stock” ) at an exercise
price of $75.
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The Rights become exercisable 10 days after (i) a person
or group acquires 10% or more of the Company’s out
standing common stock, or (ii) an announcement of a
tender offer for 30% or more of the Company’s outstand
ing common stock.
If the Rights become exercisable, each Right w ill entitle
the holder thereof to purchase one-thousandth of a share
of the Preferred Stock. If a person or group acquires 10%
or more of the outstanding common stock of the Company,
the holder of each Right not owned by the 10% or more
shareholder would be entitled to purchase for $75 (the
exercise price of the Right) common stock of the Company
having market value equal to $150. If the Company is a
party to certain mergers or business com bination transac
tions or transfers 50% or more of its assets or earning
power, each Right w ill entitle its holder to buy a number of
shares of common stock of the acquiring or surviving
entity (or of the Company in certain instances) having a
market value of twice the exercise price of the Right, or
$150. If the Rights are fully exercised, the shares issued
thereby would have a dilutive effect on the shares previ
ously outstanding.
The Rights expire April 2 , 1999, and may be redeemed
by the Company for $.01 per Right at any tim e prior to the
close of business on the tenth day after a public
announcement of an acquisition of 10% or more of the
common stock of the Company.
The principal term s of the Rights are set forth in a regis
tration statement on Form 8-A filed with the Securities and
Exchange Commission and dated as of March 2 0 , 1989.
INTERNATIONAL PAPER COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): C apital Stock
The Company has stock rights under a Shareholder
Rights Plan whereby each share of common stock has
one right. Each right entitles shareholders to purchase
one common stock share at an exercise price of $155. The
rights w ill become exercisable 10 days after anyone
acquires or tenders for 20% or more of the Company’s
common stock. If, thereafter, anyone acquires 30% or
more of the common stock, or a 20% or more owner com
bines w ith the Company in a reverse merger in which the
Company survives and its common stock is not changed,
each right w ill entitle its holder to purchase Company
common stock with a value of twice the $155 exercise
price. If, following an acquisition of 20% or more of the
common stock, the Company is acquired in a merger or
sells 50% of its assets or earnings power, each right w ill
entitle its holder to purchase stock of the acquiring
company with a value of twice the $155 exercise price.

THE LUBRIZOL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6— Shareholders’ Equity
The company has 147 million authorized shares consisting
of 2 m illion shares of Serial Preferred Stock, 25 m illion
shares of Serial Preference Shares and 120 m illion
Common Shares, each of which is w ithout par value. The
outstanding Common Shares shown on the balance
sheets exclude Common Shares held in treasury of
19,605,866 and 17,745,308 at December 31, 1993 and
1992, respectively. The Company effected a two-for-one
stock split effective August 3 1 , 1992.
The company has a shareholder rights plan under
which one right to buy one-half Common Share has been
distributed for each Common Share held. The rights may
become exercisable under certain circumstances involving
actual or potential acquisitions of 20% or more of the
Common Shares by a person or affiliated persons who
acquire such stock w ithout com plying with the require
ments of the com pany’s articles of incorporation. The
rights would entitle shareholders, other than such person
or affiliated persons, to purchase Common Shares of the
company or of certain acquiring persons at 50% of then
current market value. At the option of the directors, the
rights may be exchanged for Common Shares, and may
be redeemed in cash, securities or other consideration.
The rights w ill expire in 1997 unless earlier redeemed.
Under another shareholder rights plan, each holder of
Common Shares has one right to buy shares of Serial Pre
ferred Stock for each Common Share held. The rights
may become exercisable under certain circum stances
involving actual or potential acquisitions of 20% or more of
the company’s Common Shares by a person or affiliated
persons. The rights would entitle shareholders, other than
such person or affiliated persons, to purchase shares of
Serial Preferred Stock at the purchase price of $1 plus 25
rights per share. The dividend and redemption value of
the Serial Preferred Stock would be determ ined in relation
to after-tax amounts which have been or may be reco
vered by the company from Exxon or its affiliates as a
result of certain patent claim s. The rights w ill expire in
November 1996 unless earlier redeemed.

MONSANTO COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
C apital Stock
As of Dec. 31, 1993, there were 15,268,509 common
shares reserved for employee stock options.
In January 1990, the company’s board of directors
declared a dividend of one preferred stock purchase right
on each outstanding share of the company’s common
stock. If a person or group acquires beneficial ownership
of 20 percent or more, or announces a tender offer that
would result in beneficial ownership of 20 percent or more,
of the company’s outstanding common stock, the rights

other Accounts Shown in Stockholders’ Equity Section

become exercisable and each right w ill then entitle its
holder to purchase one one-hundredth of a share of a new
series of preferred stock for $450. If Monsanto is acquired
in a business com bination transaction while the rights are
outstanding, each right w ill entitle its holder to purchase,
for $450, common shares of the acquiring company
having a market value of $900. In addition, if a person or
group acquires beneficial ownership of 20 percent or
more of the company’s outstanding common stock, each
right w ill entitle its holder (other than such person or
members of such group) to purchase, for $450, a number
of shares of the company’s common stock having a mark et
value of $900. Furthermore, at any tim e after a person or
group acquires beneficial ownership of 20 percent or
more (but less than 50 percent) of the company’s out
standing common stock, the board of directors may, at its
option, exchange part or all of the rights (other than rights
held by the acquiring person or group) for shares of the
company’s common stock on a one-for-one basis. At any
tim e prior to the acquisition of such a 20 percent position,
the company can redeem each right for 1 cent. The board
of directors is also authorized to reduce the 20 percent
thresholds referred to above to not less than 10 percent.
The rights expire in the year 2000.
NATIONAL SERVICE INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): Common S tock and Related M atters
In 1988, the company adopted a shareholder rights plan
under which one preferred stock purchase right is
presently attached to and trades with each outstanding
share of the company’s common stock.
The rights become exercisable and transferable apart
from the common stock ten days after a person or group,
w ithout the com pany’s consent, acquires beneficial
ownership of, or the right to obtain beneficial ownership
of, 20 percent or more of the company’s common stock or
announces or commences a tender offer or exchange
offer that could result in 20 percent ownership (unless
such date is extended by the Board of Directors). Once
exercisable, each right entitles the holder to purchase one
one-hundredth share of Series A Participating Preferred
Stock at an exercise price of $80, subject to adjustm ent to
prevent dilution. The rights have no voting power and until
exercised, no dilutive effect on net income per common
share. The rights expire May 19, 1998, and are redeem
able under certain circumstances.
If a person acquires 20 percent ownership, except in an
offer approved by the company under the plan, then each
right not owned by the acquirer or related parties w ill
entitle its holder to purchase, at the right’s exercise price,
common stock or common stock equivalents having a
market value im m ediately prior to the triggering of the
right of twice that exercise price. In addition, after an
acquirer obtains 20 percent ownership, if the company is
involved in certain mergers, business combinations, or
asset sales, each right not owned by the acquirer or
related persons w ill entitle its holder to purchase, at the
right’s exercise price, shares of common stock of the other
party to the transaction having a market value immedi
ately prior to the triggering of the right of twice that
exercise price.
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PHILLIPS-VAN HEUSEN CORPORATION (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Common Stockholders’ E quity (In Part)

Preferred Stock Rights
On June 10,1986, the Board of Directors declared a distri
bution of one Right (the “ Rights” ) to purchase Series A
Cumulative Participating Preferred Stock, par value $100
per share, for each outstanding share of common stock.
As a result of subsequent stock splits, each outstanding
share of common stock now carries with it one-fifth of
one Right.
Under certain circum stances, each Right w ill entitle the
registered holder to acquire from the Company one
one-hundredth (1/100) of a share of said Series A Preferred
Stock at an exercise price of $100. The Rights w ill be
exercisable, except in certain circum stances, commenc
ing ten days following a public announcement that (i) a
person or group has acquired or obtained the right to
acquire 20% or more of the common stock, in a transac
tion not approved by the Board of Directors or (ii) a person
or group has commenced or intends to commence a
tender offer for 30% or more of the common stock (the
“ Distribution Date” ).
If the Company is the surviving corporation in a merger
or other business com bination then, under certain cir
cumstances, each holder of a Right w ill have the right to
receive upon exercise the number of shares of common
stock having a market value equal to two tim es the
exercise price of the Right.
In the event the Company is not the surviving corpora
tion in a merger or other business com bination, or more
than 50% of the Company’s assets or earning power is
sold or transferred, each holder of a Right w ill have the
right to receive upon exercise the number of shares of
common stock of the acquiring company having a market
value equal to two tim es the exercise price of the Right.
At any tim e prior to the close of business on the D istri
bution Date, the Company may redeem the Rights in whole,
but not in part, at a price of $.05 per Right. The Rights w ill
expire June 16, 1996, unless such date is extended or the
Rights are earlier redeemed by the Company.
SM ITHFIELD FOODS, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): S tockholders’ Equity

Preferred Share Purchase Rights
In May 1991, the Company adopted a preferred share
purchase rights plan (the “ Rights Plan” ) and declared a
dividend of one preferred share purchase right (a “ R ight” )
on each outstanding share of common stock. Under the
term s of the Rights Plan, if the Company is acquired in a
merger or other business com bination transaction, each
Right w ill entitle its holder to purchase, at the Right’s then
current exercise price, a number of the acquiring com
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pany’s common shares having a market value of twice
such price. In addition, if a person or group acquires 20%
(or other applicable percentage, as summarized in the
Rights Plan) or more of the outstanding common stock,
each Right w ill entitle its holder (other than such person or
members of such group) to purchase, at the R ight’s then
current exercise price, a number of shares of common
stock having a market value of twice such price.
Each Right w ill entitle Its holder to buy five tenthousandths of a share of Series A junior participating
preferred stock, par value $1.00 per share, at an exercise
price of $75 subject to adjustment. Each share of Series A
junior participating preferred stock w ill entitle its holder to
1,000 votes and w ill have an aggregate dividend rate of
1,000 tim es the amount, if any, paid to holders of common
stock. C urrently, 25,000 shares of Series A ju n io r
participating preferred stock have been reserved. The
Rights w ill expire on May 31, 2001 unless previously
exercised or redeemed at the option of the Board of
Directors for $.005 per Right. Generally, each share of
common stock issued after May 31, 1991 w ill have one
Right attached.

OAK INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): C apital Stock

Warrants
The Company, in conjunction with the 1987 Nordco
financing (see Note 4), issued Series E warrants to pur
chase 150,000 shares of common stock to the lender in
consideration for execution of the financing agreement.
The Company issued Series F warrants in conjunction
with the sale of common stock to MIM (see Common
Stock). In December 1993, warrants for the purchase of
540,000 shares of common stock were exercised.
Under the term s of the warrant agreements, the exer
cise price of the warrants and the number of shares
purchasable with each warrant are adjusted whenever
common stock is issued at a share price below the current
market value. At December 31, 1993, the following war
rants were outstanding.
Warrant
Series

Warrants
AST RESEARCH, INC. (JUN)

Number
of Shares
150,000
60,000

Exercise
Price
$6.00
$6.00

Expiration Date
December 1 ,1997
January 25,1996

ROHR, INC. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS

Note 9 (In Part): B enefit Plans
In December 1990, the Board of Directors authorized the
issuance of warrants to purchase 40,000 shares of the
Company’s common stock to each of the Company’s non
employee directors. The warrants carry an exercise price
of $13.875 per share and vest over a three year period. At
July 3, 1993, warrants for 60,000 of these shares were
exercisable. On July 27, 1992, the Board of Directors
authorized the issuance of warrants to purchase 50,000
share of the Company’s common stock to the Company’s
Chairman of the Board of Directors. These warrants carry
an exercise price of $13.50 and vest over a four year
period. At July 3, 1993, none of the warrants for these
shares were exercisable.

Note 10 (In Part): Shareholders’ Equity
In May 1993, in connection with certain amendments to
the financial covenants of its principal financing agree
ments, the Company issued warrants to certain lenders.
The warrants are exercisable for 600,000 shares of com
mon stock at $9.00 per share and expire in seven years.

Authorized, unissued shares of common stock were
reserved for the following at July 31:

Various stock plans
Conversion of subordinated debentures
Warrants

1993
3,096,130
2,674,418
600,000
6,370,548

1992
3,242,010
2,674,418
5,916,428
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Nonhomogeneous Operations

INCOME STATEMENT TITLE
Table 3-1 summarizes the key word term s used in state
ment of income titles. Many of the survey companies used
the term operations when one or more of the three years
presented in a statement of income showed a net loss.

AM ERICAN BRANDS, INC. (DEC)
1991

1992

1993

($ millions)
TABLE 3-1: INCOME STATEMENT TITLE
.......
.......
.......
.......

1993
280
189
116
15

1992
292
165
132
11

1991
311
139
137
13

1990
323
126
140
11

Total Companies............ .......

600

600

600

600

Income............................
Operations......................
Earnings..........................
Other .............................

INCOME STATEMENT FORMAT
Either a single-step form or a multi-step form is acceptable
for preparing a statement of income. Table 3-2 shows that
the survey companies presented a m ulti-step income
statement more frequently than a single-step income
statement.
When nonhomogeneous operations constitute a signifi
cant portion of consolidated operations, certain survey
companies presented income statements with formats
differing from the commonly used formats by either
segregating revenues and expenses of nonhomogeneous
operations (6 companies) or by presenting, as part of the
incom e statem ent, supplem ental consolidating data
(6 companies).
Examples of income statement formats used to show
nonhomogeneous operations and of a disclosure for an
income statement reclassification follow.

TABLE 3-2: INCOME STATEMENT FORMAT
Single-step Form
Federal income tax shown as
separate last item ...................
Federal income tax listed among
operating items......................
Multi-step Form
Costs and expenses deducted
from sales to show
operating income...................
Costs deducted from sales to
show gross margin.................
Total Companies...................

1993

1992

1991

1990

195

206

213

206

4

5

3

9

223

230

222

229

178

159

162

156

600

600

600

600

Revenues
Consumer products
Life insurance
Operating Expenses
Cost of products sold
Excise taxes on
products sold
Insurance benefits
Advertising, selling and
administrative expenses
Consumer products
Life insurance
Amortization of intangibles
Restructuring charges
(credits), net
Operating Income
Interest and related charges
Corporate administrative
expenses
Other (income) expenses, net
Income Before Income Taxes
Income taxes
Income Before Cumulative
Effect of Accounting
Changes
Cumulative effect of
accounting changes
(net of income taxes
of $122.5)
Net Income

$12,630.5
1,070.9
13,701.4

$13,658.1
965.5
14,623.6

$13,193.4
870.4
14,063.8

3,587.6

3,823.5

3,685.6

5,413.9
654.2

5,783.3
646.3

5,684.8
571.0

2,315.2
188.2
103.6

2,388.5
143.1
92.4

2,271.4
136.8
83.4

40.8
12,303.5
1,397.9
244.2

(8.5)
12,868.6
1,755.0
270.1

—
12,433.0
1,630.8
264.0

78.1
(0.5)
321.8
1,076.1
407.9

80.7
6.1
356.9
1,398.1
514.3

134.5
(5.7)
392.8
1,238.0
431.9

668.2

883.8

(198.4)
469.8 $

883.8

$

806.1

$

806.1
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W EYERHAEUSER COMPANY (DEC)
1993

1992

1991

($000)
Net sales and revenues;
Weyerhaeuser........................................................................................
Real estate and financial services..............................................................
Net sales and revenues...............................................................................
Costs and expenses:
Weyerhaeuser:
Cost of products sold............................................................................
Depreciation, amortization and fee stumpage...........................................
Selling, general and administrative expenses ...........................................
Research and development expenses.....................................................
Taxes other than payroll and income taxes..............................................
Restructuring and other charges............................................................
Real estate and financial services:
Costs and operating expenses................................................................
Depreciation and amortization................................................................
Selling, general and administrative expenses ...........................................
Taxes other than payroll and income taxes..............................................
Restructuring and other charges............................................................
Total costs and expenses ............................................................................
Operating income.............................................................................
Interest expense and other:
Weyerhaeuser:
Interest expense incurred.......................................................................
Less interest capitalized........................................................................
Other income (expense), net..................................................................
Real estate and financial services:
Interest expense incurred.......................................................................
Less interest capitalized........................................................................
Other income (expense), net.................................................................
Earnings (loss) before income taxes, extraordinary item and effect of
accounting changes.................................................................................
Income taxes before extraordinary item and effect of accounting changes..........
Earnings (loss) before extraordinary item and effect of accounting changes.........
Extraordinary item, net of applicable taxes of $33,732......................................
Effect of accounting changes.......................................................................
Net earnings (loss)....................................................................................

$8,314,368
1,230,424
9,544,792

$7,743,738
1,522,731
9,266,469

$7,165,844
1,606,769
8,772,613

6,251,612
443,832
592,586
44,456
136,897
—
7,469,383

5,919,199
446,751
591,845
42,981
121,793
—
7,122,569

5,581,388
446,282
572,605
56,257
120,283
290,000
7,066,815

835,400
43,099
206,174
9,191
—
1,093,864
8,563,247
981,545

979,478
55,995
252,337
11,700
—
1,299,510
8,422,079
844,390

1,026,546
55,040
232,055
9,838
155,000
1,478,479
8,545,294
227,319

214,813
23,179
60,339

189,648
12,845
35,050

197,337
18,950
9,977

172,955
77,646
53,512

220,677
72,561
8,828

280,889
67,903
(23,771)

808,453
281,168
527,285
52,052
—
$ 579,337

563,349
191,300
372,049
—
—
$ 372,049

(177,848)
(76,900)
(100,948)
—
(61,000)
$ (161,948)
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R e c la s s ific a tio n

CHEVRON CORPORATION (DEC)
1993

19921

19911

($ millions)
Revenues
Sales and other operating revenues2 .........................................................
Equity in net income of affiliated companies..............................................
Other income ........................................................................................
Total Revenues......................................................................................
Costs and Other Deductions
Purchased crude oil and products............................................................
Operating expenses.................................................................................
Provision for U.S. refining and marketing restructuring.................................
Exploration expenses..............................................................................
Selling, general and administrative expenses...............................................
Depreciation, depletion and amortization....................................................
Taxes other than on income2 ...................................................................
Interest and debt expense........................................................................
Total Costs and Other Deductions..............................................................
Income Before Income Tax Expense and Cumulative Effect of Changes in
Accounting Principles..........................................................................
Income Tax Expense...............................................................................
Income Before Cumulative Effect of Changes in Accounting Principles............
Cumulative Effect of Changes in Accounting Principles.................................
Net Income...........................................................................................
Per Share of Common Stock;
Income Before Cumulative Effect of Changes in Accounting Principles.........
Cumulative Effect of Changes in Accounting Principles.............................
Net Income Per Share of Common Stock..................................................
Weighted Average Number of Shares Outstanding........................................
1 Reclassified. See Note 1.
2 Includes consumer excise taxes.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars)
Note 1 (In Part): Summary o f Significant Accounting Policies

Reclassification of Certain Revenues and Purchases
To conform to the presentation in 1993, the years 1992 and
1991 in the consolidated income statement were reclassi
fied to net certain offsetting forward crude oil purchases
and sales contracts. This reclassification had no effect on
net income for any period. Sales and other operating
revenues, and purchased crude o il and products,
decreased $3,216 for 1992 and $2,002 for 1991, from the
amounts previously reported.

$36,191
440
451
37,082

$38,212
406
1,059
39,677

$38,118
491
334
38,943

18,007
6,267
837
360
1,530
2,452
4,886
317
34,656

19,872
6,145

19,693
6,933

507
1,761
2,594
4,899
436
36,214

629
1,704
2,616
4,597
519
36,691

2,426
1,161

3,463
1,253

2,252
959

$ 1,265

$ 2,210
(641)
$ 1,569

$ 1,293

$ 3.69

$ 3.89
325,478,876

$ 6.52
(1.89)
$ 4.63
338,977,414

$ 3.69
350,174,450

$ 4,068

$ 3,964

$ 3,659

$ 1,265
$ 3.89

$ 1,293
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REVENUES AND GAINS

REVENUES

Paragraphs 78 and 82 of FASB Statem ent o f Financial
Accounting Concepts No. 6 define revenues and gains,
AM ERICAN GREETINGS CORPORATION (FEB)

78. Revenues are inflows or other enhancements of
assets of an entity or settlem ents of its liabilities (or a
com bination of both) from delivering or producing
goods, rendering services, or other activities that con
stitute the entity’s ongoing maj or or central operations.
82. Gains are increases in equity (net assets) from
peripheral or incidental transactions of an entity and
from ail other transactions and other events and
circum stances affecting the entity except those that
result from revenues or investments by owners.

1993
Net sales
Other income
Total Revenue

TABLE 3-3: REVENUE CAPTION TITLE

Total Companies.................

1993

1992

1991

1990

354

344

346

345

$1,671,692
16,492
1,688,184

$1,553,961
19,100
1,573,061

$1,412,716
19,090
1,431,806

11

12

11

15

9

9

12

8

73
25

85
30

81
28

82
24

15

6

9

13

101

109

97

101

12

5

16

12

600

600

600

600

Note A (In Part): Accounting Policies

Revenue Recognition
Sales and related costs are recorded by the Corporation
upon shipm ent of products to non-related retailers and
upon the sale of products at Corporation-owned retail
locations. Seasonal cards are sold with the right of return
on unsold merchandise. The Corporation provides for
estimated returns of seasonal counter cards when those
products are shipped to retailers.
BRIGGS & STRATTON CORPORATION (JUN)
1993

TABLE 3-4: GAINS

Interest..................................
Sale of assets..........................
Dividends...............................
Equity in earnings of investees...
Foreign currency transactions ...
Royalties.................................
Litigation settlements...............
Rentals..................................
Pension plan settlements..........

1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Table 3-3 summarizes the descriptive income state
ment captions used by the survey companies to describe
revenue. Gains most frequently disclosed by the survey
companies are listed in Table 3-4. Excluded from Table 3-4
are segment disposals, gains shown after the caption for
income taxes (Table 3-16), and extraordinary gains (Table
3-17). Examples of revenues and gains follow.

Net Sales
Net sales.................................
Net sales and operating
revenues .............................
Net sales combined with
other items..........................
Sales
Sales......................................
Sales and operating revenues ...
Sales combined with
other items..........................
Other Captions
Revenue .................................
Gross sales, billings,
shipments, etc.......................

1992
($ 000)

Number of Companies
1993 1992 1991 1990
347
315
334
349
104
121
110
131
89
90
84
91
80
88
91
91
50
59
56
48
32
32
30
31
17
14
16
12
9
10
19
14
27
13
6
6

Net Sales
Cost of Goods Sold
Gross Profit on Sales

$1,139,462
926,861
212,601

1992
($000)
$1,041,828
867,780
174,048

1991
$950,747
818,316
132,431

CBI INDUSTRIES, INC. (DEC)

Revenues
Contracting Services
industrial Gases
Investments
Cost of Services and
Products Sold
Contracting Services
Industrial Gases
Investments
Gross Profit from
Operations

1993

1992
($000)

1991

$ 728,572
826,242
116,930
1,671,744

$ 793,093
746,394
133,287
1,672,774

$ 775,591
697,569
141,741
1,614,901

641,575
578,959
97,604
1,318,138

651,515
515,257
125,339
1,292,111

645,390
476,602
123,798
1,245,790

353,606

380,663

369,111

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Revenue Recognition
Revenues from Contracting Services are recognized on
the percentage of com pletion method. Earned revenue is
based on the percentage that incurred costs to date bear
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Revenues

to total estimated costs after giving effect to the most
recent estimates of total cost. The cum ulative impact of
revisions in total cost estimates during the progress of
work is reflected in the year in which these changes
become known. Earned revenue reflects the original con
tract price adjusted for agreed upon claim and change
order revenue, if any. Losses expected to be incurred on
jobs in progress, after consideration of estimated m ini
mum recoveries from claim s and change orders, are
charged to income as soon as such losses are known.
Progress billings in accounts receivable are currently due
and exclude retentions until such amounts are due in
accordance with contract terms. Revenues and related
costs are recognized by Industrial Gases and Investments
subsidiaries when products are shipped or services are
rendered to the customer.
PHOTO CONTROL CORPORATION (DEC)

Sales
Cost and Expenses
Cost of Goods Sold
Marketing and
Administrative
Research,
Development and
Engineering
Interest
Income Before
Income Taxes

12,013,293

10,236,365

7,527,696

3,086,242

3,280,355

2,993,756

1,285,731
120,475
16,505,741

1,081,766
138,405
14,736,891

894,809
186,375
11,602,636

1,303,479

1,394,705

364,652

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Revenue Recognition
Sales are recorded when the product is shipped.
UNIVAR CORPORATION (FEB)

Sales
Cost of Sales
Gross Margin

$1,801,023
1,536,817
264,206

1992
($000)
$1,558,496
1,334,123
224,373

Revenue
Operating costs and expenses;
Cost of products sold
Selling and administrative
expenses
Unusual item
Operating income

1993
$891,566

1992
$883,438

1991
$834,329

589,735

593,006

557,917

196,102
—
785,837
105,729

187,727
19,300
800,033
83,405

170,137
—
728,054
106,275

GAINS
Interest Income

1992
1991
1993
$17,809,220 $16,131,596 $11,967,288

1993

UNIVERSAL FOODS CORPORATION (SEP)

1991
$1,396,229
1,185,576
210,653

NOTES TO FINANCIAL STATEMENTS
Note One (In Part): Summary o f Accounting Policies

Revenue Recognition
The Corporation records revenues as orders are shipped.

ANHEUSER-BUSCH COMPANIES. INC. (DEC)
1991
1992
($ millions)
$11,505.3 $11,393.7 $10,996.3
1993

Net sales
Cost of products
and services
Gross profit on sales
Marketing, distribution and
administrative expenses
Restructuring charge
Operating income
Other income and expenses:
Interest expense
Interest capitalized
Interest Income
Other income/
(expense), net
Income before income taxes

7,419.7
4,085.6

7,309.1
4,084.6

7,148.7
3,847.6

2,308.7
565.0
1,211.9

2,308.9

2,126.1

1,775.7

1,721.5

(207.8)
36.7
5.2

(199.6)
47.7
7.1

(238.5)
46.5
9.2

4.4
1,050.4

(15.7)
1,615.2

(18.1)
1,520.6

—

—
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Sale Of Assets

HARSCO CORPORATION (DEC)
1993

BOWATER INCORPORATED (DEC)
1993
Net sales
$1,353,684
Cost of sales
1,182,125
Depreciation, amortization
and cost of timber
harvested
163,086
Gross profit
8,473
Selling and administrative
expense
71,805
Operating income (loss)
(63,332)
Other expense (income):
Interest income
(4,105)
Interest expense
98,333
Gain on sale of
timberlands
(52,220)
Write-off of nonoperating
asset
Other, net
3,969
Income (loss) before
income taxes, minority
interests, and cumulative
effect of changes in
accounting principles
(109,036)

1992

1991

($000)

1992
($000)
$1,360,818
1,197,343

$1,190,405
892,114

161,910
1,565

132,026
166,265

75,673
(74,108)

62,550
103,715

(1,702)
78,202

(1,988)
41,993

12,251
9,095

(171,954)

1991

(5,025)

68,735

Net sales
Operating expenses:
Cost of sales
Selling, administrative
and general expenses
Research and
development
Provision for facility
discontinuances
or disposals
Income from operations
Other income (expense):
Interest income
Interest expense
Equity in net income of
unconsolidated
companies
Gain on sale of
investment
Other, net
Income before provision
for income taxes and
cumulative effect of
accounting changes

$1,422,308

$1,624,939

$1,943,083

1,107,187

1,297,090

1,645,590

180,375

175,092

170,713

5,167

4,590

3,647

2,419
1,295,148
127,160

445
1,477,217
147,722

1,664
1,821,614
121,469

7,586
(19,974)

8,198
(18,882)

10,331
(18,925)

2,415

3,626

3,838

17,555
2,409
9,991

(88)
(7,146)

2,934
(1,822)

137,151

140,576

119,647

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Sale of Real Property
During 1993, the company sold 70,000 acres of nonstrategic real property holdings located in Alabama,
Georgia, M ississippi, Ohio and South Carolina. Proceeds
totaled approximately $73.3 m illion, resulting in a pretax
gain of approximately $52.2 m illion, or $0.90 per share,
after tax.

HERSHEY FOODS CORPORATION (DEC)
1993

1992

$3,488,249

$3,219,805

$2,899,165

1,995,502

1,833,388

1,694,404

1,035,519

958,189

814,459

3,031,021

2,791,577

2,508,863

80,642

_

537,870
26,995

428,228
27,240

390,302
26,845

510,875

400,988

363,457

1991

($000)
Net Sales
Cost and Expenses:
Cost of sales
Selling, marketing and
administrative
Total costs and
expenses
Gain on Sale of
Investment Interest
Income before Interest,
Income Taxes and
Accounting Changes
Interest expense, net
Income before Income
Taxes and Accounting
Changes
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. Gain on Sale o f Investm ent Interest
In May 1992, the Corporation completed the acquisition of
an 18.6% investment interest in Freia for $179.1 m illion.
The investment was accounted for under the cost method
in 1992. In October 1992, the Corporation tendered its
investment interest in response to a Kraft General Foods
Holdings Norway, Inc. (KGF) bid to acquire Freia subject to
certain conditions, including approval by the Norwegian
government.
KGF received approval of its ownership and, in March
1993, the Corporation recorded a pretax gain of $80.6 m il
lion on the sale of its Freia investment. This gain had the
effect of increasing net income by $40.6 m illion. Gross
proceeds from the sale in the amount of $259.7 m illion
were received in April 1993.

SPX CORPORATION (DEC)

Truth
On November 5 , 1993, the company sold Truth to Danks
Am erica Corporation, an affiliate of FKI Industries, Inc. for
approximately $92.5 m illion in cash. In addition, the com
pany w ill receive an annual royalty ranging from 1.0% to
1.5 % of Truth’s annual sales for a five-year period following
the closing (cum ulatively not to exceed $7.5 m illion) which
w ill be recorded as income as received. Truth manufac
tures and markets window and door hardware prim arily in
the U.S. and Canada. Net proceeds, after income taxes,
were approxim ately $71.6 m illion. The company recorded
a pretax gain of $53.0 m illion after transaction expenses,
or $31.8 m illion aftertax. The proceeds were invested in
short term investments.
The final proceeds for these divestitures are based
upon the closing balance sheet of each business. Any
changes in proceeds as a result of adjustments to the
closing balance sheets are not expected to be material.
UST INC. (DEC)

1993

1992

1991
1993

($000)
Revenues

$756,145

$801,169

$673,468

508,032

533,169

461,626

207,607
7,524

209,945
6,594

193,943
3,046

Cost and expenses:
Cost of products sold
Selling, distribution, and
administrative expenses
Other expense, net
Restructuring and special
charges
SPT equity losses
SP Europe equity losses
Operating income (loss)
Interest expense, net
Gain on sale of businesses
(Note 6)

27,500
26,845
21,500

—

2,407
—

$ (42,863) $ 49,054
17,882
15,061

Income (loss) before income taxes
and cumulative effect of change
in accounting methods and
extraordinary loss
$

(105,400)

—

18,200
8,532
—
$(1 1,87 9)
16,853
—

1992

1991

($000)
Net sales
Cost and expenses
Cost of products sold
Selling, advertising and
administrative

$1,110,403

$1,039,375

$904,427

246,445

256,796

227,546

299,206

281,816

253,076

Total costs and expenses

545,651

538,612

480,622

Operating income

564,752

500,763

423,805

2,004

1,866

2,279

Other income
Interest income, net
Gain on disposal of
product line
Earnings before income
taxes and cumulative
effect of accounting
changes

35,029

601,785

—

502,629

—

426,084

$(2 8,732)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

O ther M atters (In Part)
On March 31, 1993, the Company sold its distribution
rights for Zig-Zag cigarette papers and related products
for $39 m illion in cash and additional consideration based
on future earnings for the next ten years. The transaction
resulted in a pretax gain of $35 m illion, amounting to 10
cents per share.

44,655

$ 33,993

6. D ivestitures
During 1993, the company sold its Sealed Power Replace
ment and Truth divisions.

Sealed Power Replacement (“ SPR” )
On October 2 2 , 1993, the company sold SPR to FederalMogul Corporation for approxim ately $141 m illion in cash.
SPR distributes engine and undervehicle parts into the
U.S. and Canadian afterm arket. Net proceeds, after
income taxes, were approximately $117.5 m illion. The
company recorded a pretax gain of $52.4 m illion after
transaction and facility reduction expenses, or $32.4 m il
lion aftertax. The proceeds were used to reduce a portion
of the company’s debt and the excess invested in short
term investments.
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Equity In Earnings Of Investees

Litigation Settlement

TW IN DISC, INCORPORATED (JUN)

M OSINEE PAPER CORPORATION (DEC)

1993

1992

1991

1993

1992

$244,821
201,317

$225,512
195,034

$197,424
166,312

($000)
Net sales
Cost of goods sold
Gross profit
Operating expenses:
Marketing, engineering and
administrative expenses
Restructuring costs
Earnings (loss) from operations
Other income (expense):
Interest income
Interest expense
Equity in earnings of affiliate
Gain on sale of subsidiary
Other, net

($000)

$139,403
112,197

$136,255
111,692

$152,990
126,241

27,206

24,563

26,749

Gross profit on sales

43,504

30,478

31,112

25,049
4,105

Operating expenses:
Selling and advertising
Administrative
Restructuring costs

9,221
15,926

10,052
13,235

8,622
16,781
1,416

22,015
1,072

22,288
262

4,119

2,013

158
(782)
264
265
(95)

Earnings (loss) before income
taxes and cumulative effect of
accounting changes

1991

4,024

(2,405)

265
(1,886)
361
698
400

291
(1,569)
358

(162)

(721)

1,851

199

(3,126)

Net sales
Cost of sales

Total operating expenses
Income from operations
Other income (expense):
Patent infringement award
Interest income
Interest expense
Other
Income before income taxes and
cumulative effect adjustment

—

—

25,147

23,287

26,819

18,357

7,191

4,293

5,529
17
(5,667)
(849)

146
(7,685)
407

43
(2,215)
(102)

17,387

_

59

2,019

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14— Patent Infringem ent Aw ard

Foreign Currency Transactions
HERMAN M ILLER, INC. (MAY)
1993

1992

1991

($000)
Net Sales
Cost of Sales
Gross Margin
Operating Expenses:
Selling, general, and
administrative
Design and research
Restructuring charges
Total Operating Expenses

$855,673
557,172

$804,675
527,599

$878,732
564,573

298,501

277,076

314,159

230,219
24,513
—

229,392
20,725
24,970

233,126
23,212
18,615

254,732

275,087

274,953

Operating Income

43,769

1,989

39,206

Other Expenses (Income):
Interest expense
Interest income
Loss (gain) on foreign exchange
Other— net

2,089
(3,041)
(1,130)
3,497

6,879
(4,300)
(123)
521

10,260
(5,528)
722
593

1,415

2,977

6,047

Net Other Expenses
Income (Loss) Before Income
Taxes, Extraordinary Loss,
and Cumulative Effect of
Change in Accounting
Principles

42,354

(988)

33,159

On February 8, 1993, the U.S. Court of Appeals for the
Federal C ircuit upheld the D istrict C ourt judgm ent
awarded Mosinee Paper against James River Corpora
tion. The D istrict Court found that James River had
infringed upon certain washroom towel cabinet roll transfer
mechanisms patented by the Bay West Paper Corporation,
a subsidiary. Mosinee Paper’s judgm ent of approximately
$5.5 m illion, including interest, is included in the 1993
statement of income.
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Restructuring Credits
THE BLACK & DECKER CORPORATION (DEC)
1993

1992
($ millions)

1991

Revenues
$4,121.5 $4,045.7 $3,952.6
Product sales
Information systems and
684.4
733.9
760.7
services
4,637.0
4,779.6
4,882.2
Total Revenues
Cost of revenues
2,498.4
2,657.4
2,577.2
Products
Information systems and
505.4
550.3
575.1
services
Marketing and administrative
1,310.5
1,321.8
1,320.7
expenses
142.4
—
(6.3)
Restructuring costs (credits)
199.2
401.4
Operating Income
335.3
Interest expense (net of interest
income of $8.3 for 1993,
$10.8 for 1992, and $19.4
216.8
289.1
171.7
for 1991)
11.4
4.8
7.7
Other expenses
Earnings (Loss) Before Income
Taxes, Extraordinary Item, and
Cumulative Effects of Changes
107.5
(29.0)
in Accounting Principles
155.9
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: R estructuring
During 1992, the Corporation commenced a restructuring
of certain of its operations and accrued costs of $142.4 m il
lion. Of this amount, $98.9 m illion related to the Corpora
tion’s decision to reorganize Dynapert, the Corporation’s
printed circuit board assembly equipm ent business,
including the withdrawal from the m anufacturing of
surface-mount m achinery in Europe. Costs associated
with the Dynapert restructuring included the w rite-off of
goodwill, write-down of property, plant and equipment,
termination of leases, employee severance, and anticipated
losses during the withdrawal period. The rem ainder of the
restructuring plan included a reduction of manufacturing
capacity of other businesses at a cost of $43.5 m illion.
These costs related predom inantly to operations in
Europe and included the write-down of property, plant and
equipm ent to net realizable value, relocation and transfer
costs, and employee severance and related costs.
During 1993, the Corporation substantially completed
its restructuring plan related to Dynapert by withdrawing
from the manufacture of surface-mount machinery. In
addition, during the fourth quarter of 1993, the Corporation
sold the Dynapert through-hole business at a gain of $19.4
m illion, which has been reflected as a credit to restructur
ing costs in 1993. Also during 1993, the Corporation sold
its Corbin Russwin commercial hardware business at a
gain of $15.9 m illion, which has been reflected as a credit
to restructuring costs. The combined 1993 revenues and

operating income of the two businesses, including the
surface-m ount machinery business that was liquidated,
amounted to $112.5 m illion and $9.0 m illion, respectively,
compared to revenues and operating loss of $138.1 m illion
and $(3.3) m illion, respectively, in 1992. In 1993, the
Corporation realized cash proceeds of approximately
$108 m illion from the sale of Dynapert and Corbin Russ
win, which were used to reduce debt.
Restructuring costs for 1993 also included a charge of
$29.0 m illion for the closure and reorganization of certain
manufacturing sites. These costs prim arily included the
write-down of property, plant and equipm ent to net realiza
ble value and employee severance and related costs. Of
the total amount, approximately $10 m illion represents
cash spending. These plant actions are part of the Corpo
ration’s continuing effort to identify opportunities to
improve its m anufacturing cost structure. These actions
w ill be substantially completed during 1994.
O ’SULLIVAN CORPORATION (DEC)
1992
1993
$292,255,714 $218,458,265
Net sales
Cost of products
251,803,879 187,993,698
sold
$ 40,451,835 $ 30,464,567
Gross profit
Operating expenses
Selling and
$ 12,752,808 $ 6,459,396
warehousing
General and
9,485,791
5,573,761
administrative
Provision for
doubtful
710,443
209,719
accounts
Provision for
(recovery of)
restructuring
(969,251)
charge
$ 21,479,067 $ 12,743,600
Income from
$ 18,972,768 $ 17,720,967
operations

1991
$196,374,954
177,532,380
$ 18,842,574

$ 5,614,066
4,696,264
550,000

5,025,000
$ 15,885,330
$ 2,957,244

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. R estructuring o f O perations
In 1991, in response to economic pressures, the Corpora
tion im plem ented a business strategy designed to
improve operating efficiency. Activities associated with
the restructuring included the abandonment and disposal
of nonproductive assets, consolidation of operations
including rigging and relocation of m olding m achines and
related support facilities and severance costs associated
with term inated employees. During 1993, the Corporation
reduced operating expenses $969,251 due to a change in
accounting estimate for restructuring charges that the
Corporation recorded against operations in 1991. The
effect of the change in accounting estimate was to
increase net income $591,243, net of related income tax
effect of $378,008. Net incom e per common share
increased by $0.04 due to the change.
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Insurance Proceeds

Retiree Medical Benefit Plan Curtailment

DIXIE YARNS, INC. (DEC)

DRESSER INDUSTRIES, INC. (OCT)

Net sales
Cost of sales
Selling, general and
administrative
expenses
Restructuring and
plant closing
costs
Corporate expenses
Other income
(expense)— net
Interest expense
Income (loss) before
income taxes,
extraordinary gain,
and cumulative
effect of
accounting
change

1993

1992

1991

$594,601,350
510,378,826

$469,832,466
412,246,551

$491,952,433
443,015,737

84,222,524

57,585,915

48,936,696

1993

32,469,983

36,702,948

5,159,000

5,600,000

28,275,877
7,700,000

2,640,156

256,021

(1,491,092)

21,792,989
12,772,630

19,771,953
10,824,344

(25,233,221)
12,180,429

Sales
Service revenues

Cost of sales
Cost of services
Total costs of sales
and services
Gross earnings
Earnings from major
joint ventures
Selling, engineering,
administrative and
general expenses
Special charges
Earnings from operations

9,020,359

8,947,609

(37,413,650)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
M. Storm and Fire Damage
On March 13, 1993, a severe winter storm substantially
damaged Carriage’s m anufacturing facilities, including
machinery. On August 4 , 1993, a fire destroyed Carriage’s
Bretlin needlebound facility. Both losses were covered by
insurance and the total insurance benefits recognized
during 1993 were $33,500,000, including approximately
$5,400,000 accrued as a receivable. The Company spent
approximately $17,900,000 in 1993 to replace and repair
capital assets which had been destroyed or damaged.
Insurance proceeds in excess of the net book value of
destroyed assets and the repair costs of damaged assets
were approximately $13,400,000 and are reflected in the
financial statements as other income ($1,800,000) and a
reduction to cost of sales ($11,600,000) to offset extra
expenses and losses incurred as a result of the storm and
fire. The insurance claim s have not been concluded.

1991

($ millions)

Total sales and service
revenues
59,910,691

1992

Other income (deductions)
Interest expense
Interest earned
Retiree medical benefit
plan curtailm ent
Other, net
Total other income, net
Earnings before
income taxes and
other item s below

$3,006.7
1,209.3

$2,240.5
1,556.5

$2,376.4
1,593.9

4,216.0

3,797.0

3,970.3

2,088.5
1,081.8

1,469.2
1,452.8

1,548.6
1,494.3

3,170.3

2,922.0

3,042.9

1,045.7

875.0

927.4

60.6

80.6

79.8

(813.4)
(74.1)

(760.0)
(70.0)

(760.6)
(4.9)

218.8

125.6

241.7

(27.4)
16.0

(29.7)
16.8

(38.6)
19.6

12.8
30.9

30.8

16.7

32.3

17.9

(2.3)

251.1

143.5

239.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note M (In Part): Postretirem ent and
Postem ploym ent B enefits
During fiscal 1993, the Company, Dresser-Rand and
Ingersoll-Dresser Pump Company adopted amendments
to certain postretirem ent medical benefit plans, prim arily
the nonunion plans. The major amendments included the
elim ination of benefits for younger employees and the
introduction of lim its on the am ount of future cost
increases which w ill be absorbed by the companies.
These amendments resulted in a curtailm ent gain of $12.8
m illion which was recognized in 1993 and unrecognized
gains of $208.3 m illion which w ill be recognized as a
reduction in benefit expense on a straight line basis over
the periods ranging from 12 years to 18 years.
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Gains

Minority interest in Loss Of Subsidiary

Nonrecurring/Unusuai Gains

HECLA MINING COMPANY (DEC)

ACME METALS INCORPORATED (DEC)

1993

1992

1993

1991

($000)
Sales of products
Cost of sales and other direct
production costs
Depreciation, depletion and
amortization

Gross profit
Other operating expenses:
General and administrative
Exploration
Research
Depreciation and amortization
Provision fo r closed operations
and environmental matters
Reduction in carrying value of
mining properties

Loss from operations
Other income (expense):
Interest and other income
Other expense
Gain (loss) on investments
M inority interest in net loss of
consolidated subsidiary
Interest expense:
Total interest cost
Less amount capitalized

Loss before income taxes and
cumulative effect of changes
in accounting principles

$ 8 1 ,8 4 7

$100,651

$117,568

71,109

83,288

84,853

10,292

13,493

21,161

81,401

96,781

106,014

446

3,870

11,554

6,961
4,353
669

8,520
7,659
1,317
819

14,054
5,693
1,538
692

2,307

12,670

3,638

200

27,928

—

—

14,490

58,913

25,615

(14,044)

(55,043)

(14,061)

2,965
(3)
(144)
43

12,428
(61)
(2,115)
95

1992

1991

($000)

2,219
(17)
229
484

(5,023)
3,533

(6,905)
2,070

(6,985)
145

1,371

5,512

(3,925)

(12,673)

(49,531)

(17,986)

$457,406

$391,562

$376,951

397,526
14,657

347,624
14,392

335,503
13,700

Gross profit
Selling and administrative
expense
Restructuring charge
Nonrecurring charge

45,223

29,546

27,748

30,633
—
1,925

28,901
2,700
—

29,219
—
—

Operating income (loss)
Nonoperating income (expense):
Interest expense
Interest income
Unusual income item
Other— net

12,665

(2,055)

(1.471)

(5,384)
1,571
1,210
370

(5,569)
1,700
1,047
355

(5,533)
1,322
1,241
1,391

10,432

(4,522)

(3,050)

Net sales
Costs and Expenses:
Cost of products sold
Depreciation expense

Income (loss) before income
taxes and cumulative effect
of changes in accounting
principles

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
U nusual Incom e Item

In 1993, the Company recorded a benefit in connection
with its investment in Wabush Iron Company (WabIron).
As a result of the finalization of a plan of reorganization for
LTV Steel Company, a former participant in WabIron, Acme
was awarded $1.2 m illion (market value) of LTV securities
in a settlem ent of a bankruptcy claim filed by all of the par
ticipants in the Wabush Mines Project joint venture.
During 1992, the Company sold all of its interests in cer
tain coal producing property located in West Virginia. This
transaction added approxim ately $1 m illion of pretax
income to 1992 results.
In 1991, the Company recorded a benefit from an
unusual item related to the assignment of its rights in
claim s allowed in the LTV Steel Company, Inc. bankruptcy
to a third party. This transaction added $1.2 m illion of pre
tax income to 1991 results.
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EXPENSES AND LOSSES

THE TIM ES MIRROR COMPANY (DEC)
1993

1992
1991
($000)
$3,714,158 $3,594,044 $3,519,975

Revenues
Costs and Expenses
Cost of sales
2,039,034
Selling, general and
administrative expenses 1,299,431
Restructuring charges
80,164
3,418,629
Operating profit
295,529
Interest expense
(85,237)
Nonrecurring gains
(charges)
86,799
Other, net
4,626
Income from continuing
operations before
income taxes
301,717

1,977,862

1,943,204

1,266,753
202,700
3,447,315
146,729
(74,501)

1,251,656
42,300
3,237,160
282,815
(77,403)

8,673
4,896

(71,503)
9,977

85,797

143,886

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note E— N onrecurring Gains and Charges
During 1993, the Company sold its investment in QVC Net
work, Inc. common stock for a gain of $75,740,000 and
sold a sm all cable system for a gain of $11,059,000. These
gains increased incom e before incom e taxes by
$86,799,000 or $50,364,000 (39 cents per share) after
applicable income taxes.
During 1992, the Company sold two of its Texas cable
television systems for a gain of $8,673,000 before income
taxes or $5,026,000 (4 cents per share) after applicable
income taxes.
During 1991, the Company sold Broadcasting Publica
tions, Inc. at a loss of $20,614,000 and sold certain assets
of its cable television subsidiary for gains of $14,111,000.
The Company also recorded a $65,000,000 write-down of
the note and other assets outstanding from the 1987 sale
of The Denver P ost These items reduced income before
income taxes by $71,503,000 or $43,415,000 (35 cents per
share) after applicable income taxes.

Paragraphs 80 and 83 of FASB Statem ent o f Financial
Accounting Concepts No. 6 define expenses and losses.
80. Expenses are outflows or other using up of
assets or incurrences of liabilities (or a combination
of both) from delivering or producing goods, render
ing services, or carrying out other activities that con
stitute the entity’s ongoing major or central operations.
83. Losses are decreases in equity (net assets)
from peripheral or incidental transactions of an entity
and from all other transactions and other events and
circum stances affecting the entity except those that
result from expenses or distributions to owners.
Table 3-5 reveals that most of the survey companies
show a single caption and amount for cost of goods sold.
Table 3-6 summarizes the nature of expenses, other than
cost of goods sold. Excluded from Table 3-6 are rent (Table
2-28), employee benefits, depreciation (Table 3-13), and
income taxes (Table 3-14).
Table 3-7 lists losses most frequently disclosed by the
survey companies. Excluded from Table 3-7 are losses
shown after the caption for income taxes (Table 3-16), seg
ment disposals, and extraordinary losses (Table 3-17).
Examples of expenses and losses follow.

TABLE 3-5: EXPENSES— COST OF GOODS SOLD
CAPTIONS
1993

1992

1991

1990

More Than One Amount.........

255
107
106
20
11
66
565
35

263
108
112
11
10
58
562
38

252
113
109
9
3
78
564
36

247
106
114
7
7
82
563
37

Total Companies..............

600

600

600

600

Single Amount
Cost of sales........................
Cost of goods sold...............
Cost of products sold............
Cost of revenues...................
Elements of cost .................
Other captions.....................

TABLE 3-6: EXPENSES— OTHER THAN COST OF
GOODS SOLD
Number of Companies
1993 1992 1991 1990
Selling, general and
administrative........................
Selling and administrative..........
General and/or administrative.......
Selling......................................
Interest....................................
Research, development,
engineering, e tc .....................
Maintenance and repairs............
Taxes other than income
taxes ....................................
Advertising...............................
Provision for doubtful accounts ...
Exploration, dry holes.
abandonments......................

344
156
78
20
577

353
152
68
15
579

355
157
60
8
585

336
166
72
14
575

300
70

297
82

296
79

301
84

51
42
31

61
44
29

62
41
31

62
47
29

26

26

24

26
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Expenses

HARMON INDUSTRIES, INC. (DEC)
TABLE 3-7: LOSSES
Restructuring of operations.......
Intangible asset amortization__
Foreign currency transactions ...
Write-down of assets...............
Minority interest......................
Sale of assets..........................
Environmental cleanup..............
Equity in losses of investees__
Litigation settlements...............

Number of Companies
1993 1992 1991 1990
114
141
190
138
85
90
89
108
99
88
101
102
71
68
48
64
33
28
31
32
36
43
35
29
29
29
27
23
34
22
28
24
19
17
16
23

$99,295
65,716

1992
($ 000)
$81,899
54,271

$70,934
45,536

3,442
30,137

3,541
24,087

4,000
21,398

1993
Net sales
Cost of sales
Research and development
expenditures
Gross profit

1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): O ther Financial Inform ation
The Company has classified certain environmental com
pliance expenses as cost of sales in the accompanying
statements of operations. These expenses amounted to
$465,000, $542,000 and $253,000 for the years ended
December 3 1 , 1993,1992 and 1991, respectively.

EXPENSES
Cost Of Goods Sold

MINNTECH CORPORATION (MAR)
ALPHA INDUSTRIES, INC. (MAR)

1993

1993

1992
($000)
Sales
$69,543 $71,032
51,055
Cost of sales
52,404
2,915
3,873
Research and development expenses
16,281
16,074
Selling and administrative expenses
71,002
71,600
(2,057)
Operating income (loss)
30

1991
$66,344
44,127
2,825
16,484
63,436
2,908

DATA GENERAL CORPORATION (SEP)
1993

1992
($000)

1991

Revenues
Product
$ 672,965 $ 677,804 $ 796,508
Service
404,904
438,143
432,346
1,115,947
1,228,854
Total revenues
1,077,869
Costs and Expenses
407,934
Cost of product revenues
415,128
395,839
259,208
251,625
Cost of service revenues
239,590
Research and development
100,172
111,336
101,986
Selling, general, and
administrative
357,528
384,317
346,740
Restructuring charge
25,000
48,000
—
1,171,911
1,145,862
Total costs and expenses 1,126,630
Income (Loss) From
Operations
(55,964)
82,992
(48,761)
ECHLIN INC. (AUG)
1993
Net sales
Cost of goods sold
Gross profit on sales

$1,944,463
1,377,954
566,509

1992
($000)
$1,783,362
1,287,041
496,321

1991
$1,685,876
1,232,726
453,150

1992

1991

Revenues
Net sales— products $44,016,645 $34,793,390 $28,688,051
100,000
Contract revenues
300,000
44,316,645 34,893,390 28,688,051
Total revenues
Operating Costs
and Expenses
Cost of product
19,709,208 17,061,579
24,799,821
sales
Research and
2,099,375
1,647,505
2,404,838
development
Selling, general
5,535,749
7,118,888
and administrative 9,694,007
Total operating
costs and
24,244,833
36,898,666 28,927,471
expenses
Earnings from
5,965,919
4,443,218
7,417,979
Operations
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary of Significant Accounting Policies

M anufacturing Start-Up Costs
M anufacturing start-up costs are charged to operations as
incurred. Start-up costs amounted to approxim ately
$299,000 and $320,000, respectively in the years ended
March 31, 1993 and 1992 and were charged to cost of
product sales. There were no m anufacturing start-up
costs in fiscal year 1991.
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VISHAY INTERTECHNOLOGY, INC. (DEC)
1993

1992

T R I N I T Y I N D U S T R I E S , IN C . ( M A R )
1991

1993

1992

($000)
Net sales
Costs of products sold
Gross profit

$856,272
663,239

$664,226
508,018

$442,283
318,166

193,033

156,208

124,117

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary o f Significant Accounting Policies

Grants
Grants received from governments by certain foreign sub
sidiaries are recognized as income when conditions for
receipt are met. In 1993, grants of $3,424,000 received
from the government of Israel, which were utilized to offset
start-up costs of new facilities, were recognized as a
reduction of costs of products sold.

V U L C A N M A T E R IA L S C O M P A N Y (D E C )
1993

Revenues
Operating costs:
Cost of revenues
Selling, engineering and
administrative expenses
Interest expense of Leasing
Subsidiaries
Retirement plans expense

$1,540.0

$1,273.3

$1,348.1

1,333.7

1,118.0

1,182.0

93.4

77.5

74.1

28.1
10.2

25.4
9.0

24.9
8.0

1,465.4

1,229.9

1,289.0

74.6

43.4

59.1

(1.2)

(1.2)

(0.6)

4.5
(0.8)

7.6
(2.7)

10.0

2.5

3.7

7.6

72.1

39.7

51.5

Operating profit
Other (income) expenses:
Interest income
Interest expense— excluding
Leasing Subsidiaries
Other, net

Income before income taxes

1992

1991

($ millions)

(1.8)

1991

($000)
Net sales
Cost of goods sold

$1,133,489
886,764

$1,078,035
828,951

$1,007,478
795,346

246,725

249,084

212,132

Gross profit on sales

Research And Development
T E K T R O N I X , IN C . ( M A Y )
1993

Interest Expense
Q U A N E X C O R P O R A T IO N (O C T )
1993

1992

$616,145

$572,090

$588,888

550,969

506,778

514,894

41,907
—

39,190
7,200

38,914
—

23,269

18,922

35,080

(15,097)
1,909
4,450

(15,457)
4,062
3,155

(17,657)
2,535
1,489

1991

($000)
Net sales
Costs and expenses:
Cost of sales
Selling, general and
administrative
Facilities realignment charge
Operating income
Other income (expense):
Interest expense
Capitalized interest
Other, net
Income before income taxes
and cumulative effect of
accounting change

1992

1991

($000)
Net sales
Operating costs and
expenses:
Cost of sales
Research and
development
expenses
Selling, general, and
administrative
expenses
Restructuring charges
Total operating costs
and expenses
Equity in joint venture
earnings (losses)
Operating income (loss)

$1,302,378

$1,297,243

$1,330,935

676,310

652,087

675,453

157,068

169,183

172,353

395,698
150,000

407,961
17,298

408,641
(636)

1,379,076

1,246,529

1,255,811

(1,932)

2,414

6,792

(78,630)

53,128

81,916

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14,531

10,682

21,447

Accounting Policies (In Part)

Research and Development Expenses
Expenditures for research, development and engineering
of products and m anufacturing processes are expensed
as incurred.
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Advertising

WESTERN DIGITAL CORPORATION (JUN)

Revenues
Costs and expenses:
Cost of revenues
Research and
development
Selling, general and
administrative
Restructuring charges
Total costs and
expenses
Operating loss

1991

$1,225,231

1992
($000)
$ 938,332

$ 986,201

1,043,184

827,707

812,967

101,593

89,566

93,107

90,470
—

88,012
—

116,361
81,540

1,235,247
(10,016)

1,005,285
(66,953)

1,103,975
(117,774)

1993

HASBRO. INC. (DEC)

Taxes Other Than Income Taxes

1993

Costs and expenses
Cost of sales and
operating expenses
Excise taxes on products
and merchandise
Selling, general and
administrative expenses
Depreciation, depletion
and amortization
General corporate
expenses
Operating income (loss)

$2,747,176
1,182,567
1,564,609

2,141,096
967,359
1,173,737

35,366

33,528

29,330

280,571
383,918

249,851
377,219

192,451
325,282

498,066
15,550
1,213,421
351,188

461,888
—
1,122,486
324,538

389,301
—
936,364
237,373

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ASHLAND O IL, INC. (SEP)

Revenues
Sales and operating
revenues (including
excise taxes)
Other

Revenues
Cost of sales
Gross profit
Expenses
Amortization
Royalties, research and
development
Advertising
Selling, distribution and
administrative
Restructuring charges
Total expenses
Operating income

1991

1992
($000)
2,541,055
1,094,031
1,447,024

1993

1992
($000)

1991

$10,198,784 $10,210,818 $9,866,614
57,475
39,915
56,611
10,256,259 10,250,733 9,923,225

1 (In Part): Summary o f S ignificant Accounting Policies

Advertising
Production costs of com m ercials and programming are
charged to operations in the year first aired. The costs of
other advertising, promotion and marketing programs are
charged to operations in the year incurred.
KIMBERLY-CLARK CORPORATION (DEC)

7,950,830

8,209,733

7,725,205

644,859

658,587

620,199

993,400

1,023,349

926,450

292,824

289,521

265,066

77,361
9,959,274
296,985

132,142
10,313,332
(62,599)

92,052
9,628,972
294,253

1992
1991
($ millions)
$6,972.9 $7,091.1 $6,776.9
4,581.4 4,534.5 4,332.4
2,391.5 2,556.6 2,444.5
1993

Net Sales
Cost of products sold
Gross Profit
Advertising, promotion and
selling expenses
Research expense
General expense
Restructuring charge
Operating Income

1,068.3
158.5
371.2
—
793.5

1,255.6
156.1
351.8
250.0
543.1

1,202.5
148.8
351.4
—
741.8

NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Policies

Advertising and Promotion Expenses
Advertising expenses are charged to income during the
year in which they are incurred. Promotion expenses are
charged to income over the period of the promotional
campaign.
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Provision For Doubtful Accounts

LOSSES

O ’SULLIVAN CORPORATION (DEC)

Restructuring Of Operations

1993
Net sales
$292,255,714
Cost of products sold 251,803,879
Gross profit
$ 40,451,835
Operating expenses
Selling and
warehousing
$ 12,752,808
General and
administrative
9,485,791
Provision for
doubtful
accounts
209,719
Provision for
(recovery of)
restructuring
charge
(969,251)
$ 21,479,067
Income from
operations
$ 18,972,768

1992
1991
$218,458,265 $196,374,954
187,993,698 177,532,380
$ 30,464,567 $ 18,842,574

$ 6,459,396 $ 5,614,066
5,573,761

4,696,264

710,443

550,000

5,025,000
$ 12,743,600 $ 15,885,330

1993
Net sales
Expenses:
Cost of sales, excluding
depreciation
Selling, general and
administrative
Depreciation
Resizing and restructuring
charges (Note 2)
Operating income

$732,195

1992
($000)
$769,550

$715,099

582,001

583,357

546,479

76,759
28,277

77,690
29,360

74,038
28,277

45,089
732,126
69

690,407
79,143

—

1991

___

648,794
66,305

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

$ 17,720,967 $ 2,957,244

THE TORO COMPANY (JUL)
1993
Net sales
Cost of sales
Gross profit
Selling, general and
administrative expense
Restructuring expense
Earnings (loss) from operations

AM ETEK, INC. (DEC)

$684,324
445,495
238,829
203,377
—

35,452

1992
($000)
$643,748
419,138
224,610

1991
$718,105
468,040
250,065

223,166
24,900
(23,456)

222,695
—
27,370

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Allowance for Doubtful Accounts
The provision for doubtful accounts included in selling,
general and adm inistrative expense was $2,500,000 in fis
cal 1993, $4,083,000 in 1992, and $3,474,000 in 1991.

2. Business R estructuring and O ther Unusual Charges
Results of operations for 1993 include charges of $45.1
m illion ($27.5 m illion after tax, or $.63 per share) for costs
associated with resizing and restructuring several of the
Company’s businesses and a charge of $9.8 m illion ($6
m illion after tax, or $.14 per share) for other unusual
expenses. Most of the charges were recorded in the fourth
quarter of 1993. These charges were for planned work
force reductions and those which occurred in 1993
(including certain pension-related costs) ($21.4 m illion);
asset write-downs ($15.0 m illion); relocation of certain
product lines and overall consolidation of the Company’s
aerospace operations ($14.2 m illion); and other unusual
expenses ($4.3 m illion). The resizing and restructuring
charges prim arily relate to the unwillingness of the union
at a Precision Instruments facility in Sellersville, Pennsyl
vania to agree on wage and work rule concessions
requested by the Company necessary to make that opera
tion competitive.
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FIELDCREST CANNON, INC. (DEC)
1992
($000)
$981,773
818,729

1993
$1,000,107
Net sales
834,701
Cost of sales
Selling, general and
101,843
administrative expense
Restructuring charges (Note 4)
10,000
Total operating costs
and expenses
946,544
Operating income
53,563

102,189
—

920,918
60,855

1991
$960,663
828,634
92,416
—
921,050
39,613

Note 4: R estructuring Charges
Concurrent with the purchase of the capital stock of
Amoskeag Company, the Company implemented a num
ber of programs to reduce overhead and cut costs in 1993.
As a result of this process, restructuring charges were
incurred in 1993 which reduced pretax operating income
by $10 m illion. The restructuring charges include $8 mil
lion for the cost of a voluntary early retirem ent program
which was accepted by 184 employees and severance for
additional staff reductions, and $2 m illion for certain
corporate reorganization costs incurred by the Company.
These charges reduced net income by $6.1 m illion, or
$.52 per share.

ICOT CORPORATION (JUL)
1993

Net Sales
Cost of Sales
Gross margin
Operating Expenses:
Research and development
Marketing and sales
General and administrative
Provision tor excess facilities
Litigation provision
Restructuring charge
Total operating expenses
Income (loss) from operations

1992
1991
($000)
$12,307 $26,324 $15,630
7,622 12,671
8,433
7,197
4,685 13,653
2,533
3,365
2,137
—
—

2,871
10,906
(6,221)

2,406
5,040
3,276
—
—

—
10,722
2,931

2,303
4,054
3,795
1,267
1,175
—
12,594
(5,397)

Note 1 (In Part): O perations o f the Company

Restructuring Charge
During fiscal 1993, the Company implemented a strategic
restructuring program. To achieve a more focused product
and marketing strategy, the Company decided to market
its PC to Mainframe Connectivity products only to OEMs,
API, and strategic End User market segments of the W in
dows and DOS Connectivity market. As a result of this
change in product and marketing strategy, the Company
stream lined and downsized its operations by reducing its
workforce, consolidating certain facilities, disposing of
excess equipm ent and w riting off capitalized software
development costs. These costs are reflected in the
Company’s Consolidated Statements of Operations as a
restructuring charge of $2,871,000.
JOSTENS, INC. (JUN)

$914,848
489,475
425,373

1992
($000)
$924,167
486,200
437,967

$908,844
477,621
431,233

353,881
70,581
911

331,251
—
106,716

318,308
—
112,915

1993
Net Sales
Cost of products sold
Selling and administrative
expenses
Restructuring charges
Operating Income

1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
R estructuring Charges
In the fourth quarter of fiscal 1993, the Company recorded
a $70.6 m illion restructuring charge. This amount includes
$45 m illion for the restructuring of the U.S. Photography
and Sportswear businesses, $10 m illion for headcount
reductions, $7 m illion for sales force realignment, and $5
m illion for the w rite-off of certain software development
costs at Jostens Learning. These charges reduced after
tax earnings by $47.2 m illion or $1.05 per share.
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KNAPE & VOGT MANUFACTURING COMPANY (JUN)
1993
1992
Net Sales
$123,406,511 $124,850,694
Cost of Sales
88,764,419
89,745,016
Gross profit
34,642,092
35,105,678
Expenses;
Selling and
shipping
17,070,261
17,568,489
Administrative and
general
6,574,659
6,862,240
Restructuring
—
expense (Note 4)
1,529,000
Total expenses
25,173,920
24,430,729
Operating income
9,468,172
10,674,949

1991
$114,361,543
82,193,129
32,168,414

16,127,571

Foreign Currency Transactions

—

HALLIBURTON COMPANY (DEC)

22,612,699
9,555,715

Intangible Asset Amortization
ILLINO IS TOOL WORKS INC. (DEC)

Operating Revenues
Operating costs
Selling, administrative,
and research and
development
expenses
Amortization of
goodwill and other
intangible assets
Operating Income
Interest expense
Amortization of retiree
health care
Other income (expense)
Income Before
Income Taxes

The A m ortization o f G oodw ill and O ther Intangible Assets
has been reclassified in 1993 from other income (expense)
to an operating expense. Prior periods have been reclas
sified to conform to the current year presentation.

6,485,128

Note 4. R estructuring Expense
Operating expenses in the year ended June 30, 1993,
include a charge of $1,529,000 for a restructuring program
designed to reduce cost and improve operating efficien
cies at Roll-it. The program included closing the Vancouver,
British Columbia, warehouse, a writedown of inventory,
severance payments that are part of the downsizing, and
costs incurred in hiring a new general manager, sales
m anager and controller. The restructuring charge
reduced 1993 net income by $963,000 or $.18 per share.

1993

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1993

Revenues
Operating costs and expenses:
Cost of revenues
General and administrative
Total operating costs
and expenses
Operating income (loss)
Interest expense
Interest income
Foreign currency losses
Gain on sale
Other nonoperating income
(losses), net
Income (loss) before income
taxes, minority interest and
changes in accounting methods

1992
1991
($ millions)
$6,350.8 $6,565.9 $7,018.8
6,265.0
218.4

6,383.6
283.7

6,671.9
251.0

6,483.4
(132.6)
(50.1)
13.9
(21.0)

6,667.3
(101.4)
(53.6)
42.0
(32.7)
13.6

6,922.9
95.9
(53.3)
62.3
(11.1)

0.7

0.8

(0.8)

(189.1)

(131.3)

93.0

—

—

NOTES TO FINANCIAL STATEMENTS

1991

$3,159,181
2,122,286

1992
($000)
$2,811,645
1,858,752

$2,639,650
1,759,288

629,459

586,801

552,874

21,874
385,562
(35,025)

22,169
343,923
(42,852)

23,979
303,509
(44,342)

(6,968)
(7,699)

8,709

28,592

335,870

309,780

287,759

—

—

Note 1 (In Part): S ignificant Accounting Policies

Foreign Currency Translation
The Company’s prim ary functional currency is the U.S.
dollar. Most foreign entities translate monetary assets and
liabilities at year-end exchange rates while nonmonetary
items are translated at historical rates. Income and
expense accounts are translated at the average rates in
effect during the year, except for depreciation and cost of
product sales which are translated at historical rates.
Gains or losses from changes in exchange rates are
recognized in consolidated income in the year of occur
rence. The remaining entities use the local currency as the
functional currency and translate net assets at year-end
rates while income and expense accounts are translated
at average exchange rates. Adjustments resulting from
these translations are reflected in the Shareholders’
equity section titled “ Cumulative translation adjustm ent’ ’.
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AMERICAN CYANAMID COMPANY (DEC)

MOLEX INCORPORATED (JUN)

Revenue
Cost of Sales
Gross profit
Operating Expenses;
Selling
Administrative
Total operating expenses
Income from operations
Other Income (Expense):
Foreign currency
transaction loss
Interest
Total other income
Income before income taxes,
minority interest and
cumulative effect of change
in accounting principle

$859,283
506,680
352,603

$707,950
409,996
297,954

98,486
121,218
219,704
132,899

91,546
114,616
206,162
112,199

82,299
103,292
185,591
112,363

133,478

(715)
5,928
5,213

117,412

(2,185)
7,758
5,573

117,936

Write-Down Of Assets
AIR PRODUCTS AND CHEMICALS, INC. (SEP)
1993
Sales and Other Income;
Sales
Other income, net
Cost and Expenses:
Cost of sales
Selling, distribution, and
administrative
Research and development
Workforce reduction and asset
write-downs (Note 2)
Operating Income

Net sales
Expenses:
Manufacturing cost of sales
Selling and advertising
Research and development
Administrative and general
Acquired in-process research
and development (Note 3)
Restructuring
Earnings (loss) from operations

(4,689)
5,268
579

1992
($ millions)

1991

$3,327.7
27.8
3,355.5

$3,217.3
8.8
3,226.1

$2,931.1
25.5
2,956.6

2,029.9

1,936.7

1,755.0

744.0
92.3

723.7
85.2

686.2
80.4

120.0
369.3

—
480.5

—
435.0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. W orkforce Reduction and A sset W rite-Downs
In the fourth quarter of 1993, the company recorded a
charge of $120.0 m illion for reducing the workforce by 7 to
10 percent over a two-year period and for selected asset
write-downs. The charge for reducing the workforce of
$58.0 m illion includes efforts to improve work processes,
consolidate and restructure selected organizations, and
elim inate some lower-potential technology and commer
cial programs. The asset write-downs, which resulted in a
charge of $62.0 m illion, involved the epoxy and agricul
tural chemical product lines, the landfill gas business in
the environmental and energy segment, and miscellaneous
assets in the industrial gas segment.

1991
1992
($ millions)
$4,276.8 $4,193.8 $3,820.5
1993

1991

1992
($000)
$776,192
457,831
318,361

1993

1,632.9
1,306.8
595.6
300.5

1,567.8
1,290.3
530.7
270.0

1,472.5
1,138.3
456.2
244.2

383.6
207.9
4,427.3
(150.5)

_

_

—
3,658.8
535.0

3,311.2
509.3

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars except per share am ounts)
3 (In Part): A cquisitions and R estructuring
On June 1, 1993, shareholders of Immunex Corporation
approved an agreement to create a new biopharm aceuti
cal company by merging the company’s North American
Lederle oncology business with Immunex Corporation.
The company also contributed $350.0 to the new company,
which retained the Immunex name, and received 53.5% of
the common stock of the new company while the Immunex
shareholders retained the remaining 465% . The company
is perm itted to increase its ownership of Immunex to 70%
through purchases of publicly held stock and is obligated
to contribute additional cash or other consideration to the
new company if specified minimum sales of products, as
defined in the Agreement and Plan of Merger, are not
achieved in any year through 1997. A payment for 1993 of
approximately $7.0 w ill be made in 1994. The acquisition
was reflected as a purchase in the accompanying consoli
dated financial statements.
Incident to this acquisition, the company acquired the
ongoing research and development activities of Immunex
resulting in a one-time, pre-tax charge in 1993 of $383.6
related principally to the w rite-off of these in-process
research and development costs. There was no signifi
cant tax benefit available on this charge. Accordingly,
earnings from continuing operations and net earnings
were reduced by $378.4, or $4.21 per share.
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Minority interest

SOUTHDOW N, INC. (DEC)
1993

Revenues
Costs and expenses:
Operating
Depreciation, depletion and
amortization
Selling and marketing
General and administrative
Other expense (income), net
Write-down of environmental services
assets (Note 18)
Minority interest in earnings of
consolidated joint venture
Operating earnings (loss)

1992
1991
($ millions)
$544.8 $507.4 $506.9
391.7

390.0

397.5

41.9
18.6
42.1
5.5
499.8

48.5
17.9
47.1
(3.5)
500.0

47.4
16.4
54.3
5.2
520.8

3.1

21.4

2.9
505.8
39.0

2.6
524.0
(16.6)

—

1.8
522.6
(15.7)

NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS
18. W rite-down o f Certain Environm ental Assets
The Company entered the environmental services business
in June 1989 with the signing of an agreement involving as
co-participants Browning-Ferris Industries, Inc. (BFI) and
Cadence Chemical Resources (Cadence). The Company
significantly expanded its commitment to the recovery of
the energy value in organic hazardous wastes beginning
in mid-1990 with the acquisition of a total of seven facilities
to process hazardous wastes into liquid and solid hazard
ous waste derived fuels (HWDF) for introduction into
perm itted cement kilns as a partial substitute for conven
tional fuels.
Contrary to management’s expectations, however, the
Company experienced start-up losses totaling approxi
mately $16 m illion, exclusive of write-downs, in its first two
and one-half years in the business. Accordingly, the
Company restructured this business in late 1992, narrowing
its focus by selling, or planning to sell, all but two of its
TSD processing facilities. The Tennessee facility, one of
those being retained, is being upgraded and expanded to
provide increased capacity for blending HWDF. As of
December 31, 1993, the Company had sold three of its
original seven TSDs and is continuing efforts to sell two
additional TSDs. After trying unsuccessfully to sell its
Alsip, Illinois facility for almost a year the Company
recorded a $3.1 m illion pretax charge in the fourth quarter
of 1993 to record an estimated $1 m illion in remediation
costs at that facility and to write down the Illinois TSD held
for sale to reflect the Company’s revised estimate of net
realizable value of that facility. In January 1994 the
Company negotiated a letter of intent for a proposed sale
of this facility that would generate neither a gain or a loss.
In 1992 the Company recorded a $21.4 m illion pretax
charge to write down the difference between book value,
including intangible assets, and the estimated realizable
value of the TSDs, net of operating losses expected
to occur prior to disposition, and to expense the
non-recoverable portion of previously deferred environ
mental perm itting costs incurred in the development of
the environmental services business.

LYONDELL PETROCHEM ICAL COMPANY (DEC)
1993
Sales and other operating revenues:
Unrelated parties
Related parties
Operating costs and expenses:
Costs of sales:
Unrelated parties
Related parties
Selling, general and
administrative expenses
Operating income
Interest expense
Interest income
Minority interest in LYONDELL-CITGO
Refining Company Ltd.
Income before income taxes
and cumulative effect of
accounting changes

1992
($ millions)

1991

$3,572 $4,480 $5,209
278
329
526
3,850 4,809 5,735
3,359
268

4,283
295

4,801
409

130
3,757
93
(74)
2

127
4,705
104
(79)
10

126
5,336
399
(74)
14
—

(5)

16

35

339

Sale Of Assets
PARKER HANNIFIN CORPORATION (JUN)
1993
Net sales
$2,489,323
Cost of sales
2,004,955
Gross profit
484,368
Selling, general and
administrative expenses
310,765
Provision for business
restructuring activities
22,879
Income from operations
150,724
Other income (deductions):
Interest expense
(47,056)
Interest and other
income, net
5,457
Loss on disposal
of assets
(1.059)
(42,658)
Income before
income taxes
108,066

1992
($000)
$2,375,808
1,925,800
450,008

$2,440,815
1,977,381
463,434

282,861

289,535

14,798
152,349

14,350
159,549

(52,190)

(59,369)

6,380

5,973

(1,148)
(46,958)

(2,685)
(56,081)

105,391

103,468

1991

DISCUSSION OF STATEMENT OF INCOME
Loss on disposal o f assets in 1993 was comparable to prior
periods and includes losses from fixed assets disposals
not part of a plant closing. Losses on the disposal of
assets from a plant closing are included in the Provision
for business restructuring activities.
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Equity In Losses of Investees
M EDIA GENERAL, INC. (DEC)
1993
$600,824
Revenues
Operating costs:
321,422
Production costs
Selling, distribution and
162,252
administrative
56,847
Depreciation and amortization
Special charges
—
Total operating costs
540,521
Operating income
60,303
Other income (expense):
(21,274)
Interest expense
Equity in net loss of
(990)
unconsolidated affiliates
Other, net
835
Total other income (expense) (21,429)
Income (loss) before income
taxes and cumulative
effect of changes in
38,874
accounting principles

1991

1992
($000)
$577,659

$585,900

316,477

325,208

164,019
54,550
—
535,046
42,613

163,108
49,943
11,300
549,559
36,341

(17,559)

(16,056)

(4,926)
6,131
(16,354)

(75,640)
2,659
(89,037)

26,259

(52,696)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): Investm ents in U nconsolidated A ffiliates
The Company has a one-third partnership interest in
Southeast Paper Manufacturing Company (SEPCO), a
dom estic newsprint manufacturer which pays licensing
and other fees to the Company. The Company also has
a 40% interest in Garden State Newspapers (GSN), a
dom estic daily and weekly newspaper company.
Summarized financial inform ation for these invest
ments accounted for by the equity method follows:

Southeast Paper Manufacturing Company

Current assets
Noncurrent assets
Current liabilities
Noncurrent liabilities

1991
1992
(In thousands)
$ 71,503 $ 69,219 $ 79,102
378,414
407,359
380,956
40,744
45,087
55,238
255,947
263,874
284,889

Net sales

$185,784

$178,253

$205,700

Gross profit

$ 33,403

$ 27,778

$ 54,225

Net income (loss)

$ (6,436) $(10,928) $ 9,096

Company’s equity in net
income (loss)

$

1993

(990) $ (4,926) $ 3,032

The 1993 net loss of SEPCO includes a charge of approxi
mately $3.6 m illion relating to its adoption of Statement of
Financial Accounting Standards No. 106 (SFAS 106),
“ Employers’ Accounting for Postretirem ent Benefits
Other Than Pensions.” The Company’s share of this
charge was included in the Company’s equity in the net
loss of SEPCO in 1992, the year in which the Company
adopted SFAS 106.

Litigation Settlements
AEL INDUSTRIES, INC. (FEB)

Sales and service revenues
Operating costs and expenses:
Cost of products and services
Administrative and selling
expenses
Bid and proposal costs
Research and
development costs
Operating income
Interest expense
Investment income
Other expense, net of
other income
Provision for claims settlement
Gain on redemption of shares in
foreign company
Income (loss) before income
taxes, extraordinary credit and
cumulative effect of change in
accounting principle

1991

$113,132

1992
($000)
$140,112

$144,258

86,373

108,885

113,614

17,147
4,968

16,979
7,183

16,581
5,835

2,501
110,989
2,143
(2,418)
843

1,742
134,789
5,323
(3,272)
322

1,607
137,637
6,621
(3,809)
321

(318)
(2,200)

(644)

(425)

—

—

1993

_

_

(4,093)

14,368
10,774

(3,913)

(1,950)

16,097

2,708

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9. Contingencies
The Company is a party to a number of lawsuits and other
legal matters arising out of the general conduct of its
business. One such action relates to the U.S. Environmen
tal Protection Agency (EPA) which, in 1989, placed a site
that includes the Company’s Richardson Road property
on the National Priorities List for detailed study and
cleanup of alleged environmental contam ination. The
Company continues to cooperate with the EPA in the
study of this site. In the opinion of management, except for
the matters described below, these lawsuits and legal
matters w ill not have a m aterially adverse effect on con
solidated financial position.
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From tim e to tim e the Company is also subject to claim s
and investigations arising from its business with the U.S.
Government. In April 1993, the Company reached an
agreement in principle with the U.S. Attorney for the
Eastern D istrict of Pennsylvania regarding the tentative
settlem ent of civil claim s pertaining to the pricing of a
1985 fixed-price contract m odification. Other current
liabilities at February 26, 1993, included an allowance of
$2,200,000 provided in fiscal year 1993 in anticipation of
achieving final resolution of this m atter in fiscal year 1994.
In an unrelated matter, the Company is continuing to
provide documents, relating to its AN/MLQ-T4 Ground
Jammer program, to the Department of Defense pursuant
to a subpoena issued by its Inspector General in Septem
ber 1992. At this tim e management is unable to determine
when the Government w ill complete its investigation
regarding the Ground Jammer program or whether it w ill
seek any remedies as a result of its investigation.
SUN MICROSYSTEMS, INC. (JUN)
1993

1993

1992

1991

($ millions)
Sales
Operating costs;
Cost of sales (excludes items
shown below)
Inventory market valuation
charges (credits)
Selling, general and administrative
expenses
Depreciation, depletion and
amortization
Taxes other than income taxes
Exploration expenses
Restructuring charges
B&LE litigation charge (Note 5)
Total operating costs
Operating income (loss)

$18,064 $17,813 $18,825

13,552

14,202

14,749

241

(62)

260

246

230

262

1,077
2,363
145
42
342
18,008
56

1,091
1,985
172
125
—
17,743
70

1,128
2,080
179
426
—
19,084
(259)

1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

$4,308,606 $3,588,885 $3,221,292

5. B&LE Litigation
Pretax income (loss) in 1993 included a $506 m illion
charge related to the adverse decision in the Lower Lake
Erie Iron Ore Antitrust Litigation against a form er USX
subsidiary, the Bessemer & Lake Erie Railroad (B&LE)
(Note 25, page 54). Charges of $342 m illion were included
in operating costs and $164 m illion included in interest
and other financial costs. The effect on 1993 net income
(loss) was $325 m illion unfavorable ($5.04 per share of
Steel Stock). At December 31, 1993, accounts payable
included $376 m illion for this litigation.

1992

($000)
Net revenues
Costs and expenses:
Cost of sales
Research and
development
Selling, general and
administrative
Total costs and
expenses
Operating income
Interest income
Interest expense
Settlement of litigation
Income before income taxes

USX CORPORATION (DEC)

2,518,312

1,962,622

1,757,598

445,356

381,637

356,553

1,104,498

983,573

812,216

4,068,166
240,440
33,327
(34,873)
(15,000)
223,894

3,327,832
261,053
38,997
(45,178)
—
254,872

2,926,367
294,925
38,507
(49,441)
—

283,991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): C ontingencies
In February 1993, the Company agreed to settle two class
action lawsuits brought by stockholders against the Com
pany and certain of its officers and form er officers in the
United States D istrict Court for the Northern D istrict of
C alifornia relating to the results of operations for the fourth
quarter of fiscal 1989 and the first quarter of fiscal 1991. In
May and June of 1993, the court approved the settlem ent
of these lawsuits. The combined settlem ent amount of
these claim s is $30 m illion, of which half is covered by
insurance. The case relating to the fourth quarter of 1989
was settled for $25 m illion and the case relating to the first
quarter of fiscal 1991 was settled for $5 m illion. The Com
pany recorded a charge to earnings for its second quarter
ended December 27,1992 of $15 m illion, or $.10 per share,
for its portion of the aggregate settlem ent.

25 (In Part): C ontingencies and Comm itm ents
USX is the subject of, or party to, a number of pending or
threatened legal actions, contingencies and com m it
ments involving a variety of matters, including laws and
regulations relating to the environment. Certain of these
matters are discussed below. The ultim ate resolution of
these continge ncies could, in d iv id u a lly or in the
aggregate, be material to the consolidated financial state
ments. However, management believes that USX w ill
remain a viable and com petitive enterprise even though it
is possible that these contingencies could be resolved
unfavorably.

Legal Proceedings— B&LE Litigation; MDL-587
On January 24, 1994, the U.S. Supreme Court denied a
Petition for W rit of Certiorari by the B&LE in the Lower
Lake Erie Iron Ore Antitrust Litigation (MDL-587). As a
result, the decision of the U.S. Court of Appeals for the
Third C ircuit affirm ing judgm ents of approximately $498
m illiion, plus interest, relating to antitrust violations by the
B&LE was perm itted to stand. In addition, the Third C ircuit
decision remanded the claim s of two plaintiffs for retrial of
their damage awards. At trial these plaintiffs asserted
claim s of approximately $8 m illion, but were awarded
only nominal damages by the jury. A new trial date has
not been set. Any damages awarded in a new trial may
be more or less than $8 m illion and would be subject
to trebling.
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The B&LE was a wholly owned subsidiary of USX
throughout the period the conduct occurred. It is now a
subsidiary of Transtar in which USX has a 45% equity
interest. These actions were excluded liabilities in the sale
of USX’s transportation units In 1988, and USX is
obligated to reimburse Transtar for judgm ents paid by
the B&LE.
Following the Court of Appeals decision, USX, which
had previously accrued $90 m illion on a pretax basis for
this litigation, charged an additional amount of $619 m il
lion on a pretax basis in the second quarter of 1993. In late
1993, USX and LTV Steel Corp. (LTV), one of the plaintiffs
in MDL-587, agreed to settle all of LTV’s claim s in that
action for $375 m illion. USX made a payment of $200 m il
lion on December 29, 1993 and is obligated to pay an
additional $175 m illion not later than February 28, 1994.
Claims of three additional plaintiffs were also settled in
December 1993.
These settlem ents resulted in a pretax credit of $127
m illion in the fourth quarter financial results of the U.S.
Steel Group. As a result of the denial of the Petition for W rit
of C ertiorari, judgm ents for the other MDL-587 plaintiffs
(other than the two remanded for retrial), totaling approxi
mately $210 m illion, including postjudgment interest, are
due for payment in the first quarter of 1994.

Design Engineering
AULT INCORPORATED (MAY)

Net Sales
Cost of Goods Sold
Gross profit
Operating Expenses
Marketing
Design engineering
General and
administrative
Operating income (loss)

1993
$21,198,023
15,947,751
5,250,272

1992
$23,311,222
17,267,537
6,043,685

1991
$19,531,357
14,696,727
4,834,630

2,164,005
1,157,589

2,154,385
1,049,638

2,068,704
1,062,815

1,946,159
5,267,753
(17,481)

1,961,027
5,165,050
878,635

1,922,427
5,053,946
(219,316)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting P olicies
Design engineering: Design engineering costs are those
incurred for research, design and development of new
products and redesign of existing products. These costs
are expensed currently.

Litigation Fees
Foundation Commitment
JUNO LIGHTING, INC. (NOV)
1993
Net sales
Cost of sales
Gross profit
Operating expenses;
Selling
Administrative and general
Total operating expenses
Operating income
Other income (expense):
Interest expense
Interest and dividend income
Rental (expense) income
Miscellaneous
Professional fees—
patent litigation
Total other income
Income before taxes on income

$109,098
53,237
55,861

1992
($000)
$96,633
48,977
47,656

1991
$79,538
40,180
39,358

18,561
11,055
29,616
26,245

16,093
10,485
26,578
21,078

13,352
8,713
22,065
17,293

(306)
2,695
(71)
(19)

(244)
2,647
(140)
42

(260)
2,525
1
(20)

(71)
2,228
28,473

(46)
2,259
23,337

(355)
1,911
19,204

MEDTRONIC, INC. (APR)
1993
$1,328,208
Net Sales
Costs and Expenses;
420,132
Cost of products sold
Research and
132,955
development expense
Selling, general, and
administrative expense
480,006
Interest expense
10,448
Interest income
(8,791)
Litigation settlement
(50,000)
Intangible asset
amortization
18,000
Foundation commitment
12,000
Total Costs and
1,014,750
Expenses
Earnings Before
Income Taxes
313,458

1991

1992
($000)
$1,176,912

$1,021,423

381,779

331,702

109,181

89,474

439,908
13,437
(10,311)

399,882
13,788
(9,661)
—

—

—

—

—

—

933,994

825,185

242,918

196,238
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands o f dollars)
Note 1 (In Part): Summary o f Significant Accounting Policies

Foundation Commitment
The Medtronic Foundation, funded entirely by the company,
was established to maintain good corporate citizenship in
its communities. In 1993, the company made a com m it
ment to contribute $12,000 over a five-year period ending
September 30, 1997. Commitments to the Medtronic
Foundation are expensed when authorized and approved
by the company’s Board of Directors.

Costs To Combine Pooled Companies

The merger qualifies as a tax-free reorganization and
was accounted for as a pooling of interests. Accordingly,
the Company’s financial statements have been restated to
include the results of ABI for all periods presented.

In connection with the merger, the Company recorded
one-time charges in the third quarter of fiscal 1993 for
transaction costs ($12.5 m illion) and to reflect the costs to
combine operations of the two companies ($28.5 m illion).
The transaction costs include expenses for investment
banker and professional fees. The costs to combine oper
ations include provisions for stream lining marketing and
distribution arrangements, consolidation of field sales
and service offices worldwide, relocation of certain prod
uct lines and key personnel and severance related costs.
At June 3 0 ,1993, $26.4 m illion is included in other accrued
expenses related to costs to combine operations.

THE PERKIN-ELM ER CORPORATION (JUN)
1993
Revenues
Cost of sales
Gross margin
Selling, general and
administrative
Research, development
and engineering
Costs to combine operations
Transaction costs
Gain of sale of joint venture
Provision for restructured
operations
Operating income

$1,011,297
535,137
476,160

1992
($000)
$970,054
521,737
448,317

1991
$893,499
491,110
402,389

304,852

285,672

271,046

83,847
28,500
12,500

81,381

79,843

(3,300)

46,461

22,000
62,564

50,175
1,325

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): M ergers and D ivestitures

Merger with Applied Biosystems, Inc.
On February 18, 1993 the shareholders of PE and ABI
approved the merger of a subsidiary of PE with and into
ABI which resulted in ABI becoming a wholly-owned
subsidiary of PE. Under the terms of the agreement, ABI
shareholders received .678 of a share of the Company’s
common stock for each ABI share. Accordingly, the Com
pany issued 10.2 m illion shares of its common stock for all
the outstanding shares of ABI common stock. Addition
ally, outstanding options to acquire ABI common stock
were converted to options to acquire 1.5 m illion shares of
the Company’s common stock. ABI, founded in 1981, is a
leading supplier of automated systems for life science
research and related applica tions. ABI develops,
manufactures and markets systems, instrum ents and
associated chem icals used to purify, analyze, interpret
results and synthesize biological molecules such as DNA,
RNA and proteins.

Nonrecurring/Unusual Losses
ALBERTSON’S, INC. (JAN)
1994

Sales
Cost of sales
Gross profit
Operating and
administrative
expenses
Operating profit
Other (expenses)
income:
Interest, net
Other, net
Nonrecurring charge
Earnings before income
taxes and cumulative
effects of accounting
changes

1993
($000)
$11,283,678 $10,173,676
8,492,524
7,720,824
2,791,154
2,452,852

1992
$8,680,467
6,598,950
2,081,517

2,161,561
629,593

1,975,079
477,773

1,667,355
414,162

(50,984)
3,506
(29,900)

(43,124)
9,072

(23,106)
15,338

552,215

443,721

406,394

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
N onrecurring Charge
During the third quarter of 1993 a $29.9 million nonrecurring
charge was recorded to cover a $29.5 m illion settlem ent of
the B abbitt v. Albertson’s lawsuit, an employment discrimi
nation class action lawsuit filed in 1992. The nonrecurring
charge covers the full cost of the settlem ent including
com pliance with the consent decree and plaintiffs’ attor
ney fees, as well as all expenses associated with its
im plem entation. The nonrecurring charge does not reflect
possible recovery from insurance coverage, which the
Company is pursuing in litigation against several carriers.
The Company expects to recover a portion of the overall
settlem ent from its insurance carriers, although any
recovery amount has not been determined.
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LUKENS INC. (DEC)

BECTO N, DICKINSON AND COMPANY (SEP)

Net Sales
Cost of products sold
Selling and administrative
expense
Research and
development expense
Special charges
Total Operating Costs
and Expenses
Operating Income

$2,465,405
1,368,402

$2,172,168
1,172,348

660,508

609,897

573,029

139,141
26,929

125,207
—

113,045
—

2,194,980
270,425

2,036,725
328,592

1,858,422
313,746

Net Sales
Operating Costs and Expenses
Cost of products sold
Selling and administrative
expenses
Unusual item— work force
reduction provision
Total operating costs
and expenses
Operating Earnings

1991

$862,072

1992
($000)
695,772

423,154

754,899

601,974

371,092

59,945

41,978

30,056

10,626

—

—

1993

1991

1992
($000)
$2,365,317
1,301,621

1993

825,470
36,602

643,952
51,820

401,148
22,006

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Thousands o f dollars

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands except per share am ounts)

Note 4— S pecial Charges
During the fourth quarter of 1993, the Company recorded
special charges of $26,929 consisting principally of a
provision to adjust the carrying values of idle and underperform ing assets to estimated net realizable values. The
provision was based on a periodic review of worldwide
assets to determine whether there has been a permanent
decline in the value of any assets due to manufacturing
productivity improvement, refinements in strategic direc
tion or declines in general real estate or market values.

4. Unusual Item
During the fourth quarter of 1993, $10,626 of expenses for
a work force reduction program were recognized. The
expenses were prim arily fo r pension and medical benefits
associated with an early retirem ent program. On an after
tax basis, the provision reduced net earnings before the
cum ulative effect of accounting changes by $6,247, or
$.43 per common share.

MAYTAG CORPORATION (DEC)
1993

ENGELHARD CORPORATION (DEC)

1992

1991

($ 000)

1993
Net sales
$2,150,865
Cost of sales
1,794,438
356,427
Gross profit
Selling, administrative and
other expenses
213,018
Special charge
148,000
Earnings (loss) from
operations
(4,591)

1992
($000)
$2,399,749
2,033,012
366,737

$2,436,356
2,078,397
357,959

224,093

223,756

—

1991

Net sales
Cost of sales
Gross profit
Selling, general and
administrative expenses
Special charges
Operating income

$2,987,054
2,262,942
724,112

$3,041,223
2,339,406
701,817

$2,970,626
2,254,221
716,405

515,234
50,000
158,878

528,250
95,000
78,567

524,898
—
191,507

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

142,644

134,203

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Special Charge
The Company announced a plan to realign and consoli
date businesses, concentrate resources and better position
itself to achieve its strategic growth objectives. This plan
resulted in a special charge of $148.0 m illion ($91.8 m illion
after tax or $.95 per share) in 1993, which covered a $118.0
m illion pretax restructure provision for asset writedowns
related to product lines or sites being exited together with
provisions for facility shutdown, rundown and relocation
and for employee reassignment, severance and related
benefits and a $30.0 m illion pretax environmental accrual
for the most recent estimate of such costs at sites being
idled or affected ($15.5 m illion), where conditions have
recently changed ($4.0 m illion) or where studies and
cleanup plans have been approved and the assessment
of the likelihood or extent of remediation has changed
($10.5 m illion).

C ontingent Lia b ilitie s (In Part)
In 1993 and 1992, the Company made provisions to cover
the cost of two Hoover Europe “ free flights” promotion
programs, including a $50 m iliion special charge in the
first quarter of 1993. The promotions began in August,
1992 and included qualified purchases through January,
1993. The terms of the promotions require all flights to
commence before the end of the second quarter of 1994.
The Company believes that it has made adequate provi
sions for any costs to be incurred relating to these promo
tions. Although the final costs of the promotions cannot be
determined at this time, management does not believe
that any additional costs that may be incurred w ill have
a material adverse effect on the financial condition of
the Company.
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MCGRAW -HILL, INC. (DEC)

WESTVACO CORPORATION (OCT)
1993

1992
1991
($000)
$2,195,453 $2,050,491 $1,943,012

Operating revenue
Expenses:
Operating
1,128,581
Selling and general
774,160
Total expenses
1,902,741
Share of profit of Macmillan/
McGraw-Hill School
Publishing Company
28,376
Unusual charges related
to acquisition of
additional 50% of
Macmillan/McGraw-Hill
School Publishing
Company (Note 4)
(229,800)
Other income— net
11,333
Income from operations
102,621

1,039,071
727,314
1,766,385
11,280

9,458
304,844

978,424
695,014
1,673,438
27,483

8,237
305,294

NOTES 70 CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): M acm illan/M cG raw -H ill School
P ublishing Company
On October 4, 1993, the company purchased the 50%
Interest in the Macmillan/M cGraw-Hill School Publishing
Company owned by M acmillan, a subsidiary of Maxwell
Communication, Inc., for $337.5 million in cash. Macmillan/
McGraw-Hill had been formed as a joint venture In 1989 to
combine the com pany’s and M acm illan’s elementary,
secondary, vocational education and test publishing
businesses. The company now owns 100% of M acm illan/
McGraw-Hill and it is consolidated in M cGraw-Hill’s
operations from the date of acquisition of the additional
50% interest. Prior to the acquisition of the additional
50% interest, the company accounted for its 50% interest
under the equity method. The acquisition has been
accounted for as a purchase and, accordingly, the pur
chase price has been allocated to 50% of M acm illan/
M cG raw -H ill’s assets and lia b ilitie s based on their
estimated fair values at September 30. The excess of the
purchase price over the estimated fair value of the net
tangible assets acquired has been recorded as identifiable
intangibles ($148.6 m illion) and goodwill ($94.4 m illion),
which w ill be amortized over 20 to 35 years and 23 to 38
years, respectively.
In conjunction w ith the acquisition, the company
recorded in the third quarter a non-recurring charge of
$199.8 m illion ($143.2 m illion net of tax benefits or $2.91
per share) prim arily to adjust the company’s original
investment to values established in this transaction. This
charge has been allocated prim arily to goodwill and intan
gibles. In addition, the company recorded a provision of
$30 m illion ($17.6 m illion net of tax benefits or $.36 per
share) relating to the consolidation of certain functions
and systems of M acm illan/M cGraw-Hill and the com
pany’s book publishing operations.

1993

Sales
Other income (expense)
Cost of products sold
(excludes depreciation
shown separately below)
Selling, research and
administrative expenses
Depreciation and
amortization
Special charge
Interest expense
Income before taxes

1992
1991
($000)
$2,344,560 $2,335,617 $2,301,204
(14,774)
(3,272)
20,563
2,329,786
2,332,345
2,321,767

1,708,676

1,667,843

1,606,112

207,102

196,372

213,743

194,994
43,406
82,696
2,236,874
92,912

183,052

179,354
25,000
71,660
2,095,869
225,898

—

78,966
2,126,233
206,112

NOTES TO FINANCIAL STATEMENTS

A. Special Charges
During the fourth quarter of 1993, the company estab
lished a pretax special charge of $43,406,000, or $.40 per
share, in connection w ith a restructuring program
designed to improve productivity and perm anently reduce
costs. The program is expected to result in a reduction of
450 salaried positions.
The components of the special charge are as follows:
1993
Provision

1993
Activity

Balance at
10/31/93

(In thousands)
Severance and relocation
costs from consolidation
of administrative facilities
Closure of specialized
facilities
Curtailment and closure of certain
product lines and facilities

$28,630

$6,748

$21,882

9,400

52

9,348

5,376
$43,406

3,920
$10,720

1,456
$32,686

The largest portion of the special charge represents esti
mated severance and relocation costs associated with the
consolidation and relocation of adm inistrative facilities in
connection with the business process re-engineering of
financial and adm inistrative functions and the installation
of new state-of-the-art integrated financial system s
companywide. In August, the company announced a
voluntary retirem ent incentive program available to
approxim ately 350 salaried employees. (See note N for
further inform ation about the program.) As employees
accept the offer, severance accruals included in the
special charge w ill be adjusted to reflect the special term i
nation benefits under the incentive program.
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In order to improve the future performance of its opera
tions, the company has decided to close certain specialized
facilities whose operations are not cost efficient. The spe
cial charge includes accruals for closure of these facilities
as well as dem olition of a facility no longer in use.
Under the restructuring program, the company w ill
close a minor chem ical processing plant and a production
line at one of our converting plants, consolidate the opera
tions of several sm all printing facilities and two data
processing locations, restructure the operations of two
converting facilities and w rite down impaired assets of
several chem ical handling facilities. In connection with
these plans, the special charge for these operational
changes includes estimates of costs to relocate equip
ment and employees, as well as severance costs.
During the first quarter of 1991, in response to the
softening of the U.S., Brazilian and world economies, the
company implemented plans to reduce capital expendi
tures, accelerated programs for reduction of many cate
gories of cost and established a special $25 m illion pretax
charge, equal to $.24 per share, to cover the one-time
financial aspects of the cost reduction programs.

TABLE 3-9: ASSUMED RATE OF
COMPENSATION INCREASE

PENSION PLANS

TABLE 3-10: EXPECTED RATE OF RETURN

Statem ents o f F inancial Accounting Standards No. 87 and
No. 88 are the authoritative pronouncements on pension
accounting and reporting. Paragraph 54 of SFAS No. 87
enumerates the disclosure requirements for a defined
benefit pension plan. Those requirements include dis
closing the discount rate and rate of compensation
increase used to determine the projected benefit obliga
tion and the expected rate of return on plan assets. Tables
3-8,3-9, and 3-10 list the percents used by the survey com
panies for the actuarial assumptions. The aforementioned
tables indicate that during 1993 many survey companies
changed at least one actuarial assumption rate.
Examples of pension plan disclosures follow.

TABLE 3-8: ASSUMED DISCOUNT RATE
%
4.5 or less............................
5 .........................................
5 .5 ......................................
6 .........................................
6 .5 ......................................
7 .........................................
7 .5 ......................................
8 .........................................
8 .5 ......................................
9 .........................................
9 .5 ......................................
10........................................
10.5....................................
11........................................
11.5 or greater......................
Not disclosed........................
Companies Disclosing
Defined Benefit Plans__

1993
—
—

1
4
15
179
163
64
32
15
—
—

—
—

1992

1991

1990

—

—

—

—

—

—

—

—

—

1
7
21
34
165
165
75
7
2
1

—

—

2
12
25
117
182
107
23
4
—

2
6
16
88
137
154
54
17

—

—

—

—

4

4

1
8

1
8

477

482

481

483

—

—

%
4.5 or less ...............................
5 .............................................
5 .5 .........................................
6 .............................................
6 .5 .........................................
7 .............................................
7 .5 .........................................
8 .............................................
8 .5 .........................................
9 .............................................
9 .5 .........................................
10...........................................
10.5........................................
11...........................................
11.5 or greater..........................
Not disclosed............................
Companies Disclosing
Defined Benefit Plans.........

4.5 or less............................
5 .........................................
5 .5 ......................................
6 .........................................
6 .5 ......................................
7 .........................................
7 .5 ......................................
8 .........................................
8 .5 ......................................
9 .........................................
9 .5 ......................................
10........................................
10.5....................................
11........................................
11.5 or greater......................
Not disclosed........................
Companies Disclosing
Defined Benefit Plans__

1993
128
167
80
52
10
3
1
—

1
—
—

1992
28
128
101
147
28
10
5
2
3
2
—

1991
22
108
94
158
37
22
5
4

1990
21
89
82
162
52
37
5
3

—

—

3
—

2
—
—

—

—

—

—

—

—

—

—

—

1
—

—

—

—

—

35

28

28

29

477

482

481

483

1991
—

1990

1993
1
—

1992
—

—

—

—

—

—

—

—

2
1
5
16
54
52
150
80
76
15
8
9
8

3
1
4
12
49
39
148
78
92
19
12
17
8

7
9
51
39
139
80
87
19
20
16
12

1
—
7
10
57
43
135
81
88
17
18
14
12

477

482

481

483

—

2
—
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ETHYL CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS

AMERICAN HOME PRODUCTS CORPORATION (DEC)
14 (In Part): Pension Plans & O ther Postretirem ent B enefits
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): Employee B enefit Plans

Pension Plans
The Company sponsors various retirem ent plans for most
full-tim e employees. Total pension expense for 1993,1992
and 1991 was $50,660,000, $46,003,000 and $43,412,000,
respectively. Pension plan benefits are based prim arily on
participants’ compensation and years of credited service.
It has been the Company’s policy to fund all current and
prior service costs under retirem ent plans, and all liabili
ties for accrued vested and nonvested benefits have been
fully funded.
Net periodic pension cost of domestic pension plans
was as follows:
(in thousands)
1991
1993
1992
Service cost on benefits earned
during the year
$ 31,520 $ 28,237 $ 25,277
Interest cost on projected
benefit obligation
59,485
49,513
54,226
Actual return on plan assets
(113,393) (53,600) (105,376)
Net amortization and
deferral
57,642
2,502
59,009
Net periodic pension cost
$ 35,254 $31,365 $ 28,423

The actuarial present value of benefit obligations and
funded status for the Company’s dom estic plans were as
follows:
(in thousands)
Benefit obligations:
Vested benefits
Nonvested benefits
Accummulated benefit obligation
Projected compensation increases
Projected benefit obligation
Plan assets at fair value
Projected benefit obligation in
excess of plan assets
Unrecognized net loss (gain)
Unrecognized net transition
obligation
Unrecognized prior service cost
Net pension liability

1993

1992

1991

$620,872 $510,892 $486,306
45,702
34,021
36,461
666,574 547,353 520,327
160,079 153,495
116,568
826,653 700,848 636,895
743,292 668,005 608,245
(83,361)
16,457

(32,843)
(18,080)

(28,650)
(30,800)

2,891
1,968
1,045
26,177
29,482
22,761
$(37,836) $(19,473) $(35,644)

Assum ptions used in developing the projected benefit
obligation as of December 31 were as follows:

Discount rate
Rate of increase in compensation
Rate of return on plan assets

1993
7.5%
4.5%
8.5%

1992
8.5%
6.0%
9.0%

1991
8.5%
6.0%
9.0%

U.S. Pension Plans
The Company has noncontributory defined benefit pen
sion plans covering most U.S. employees. The benefits for
these plans are based prim arily on years of service and
em ployees’ com pensation. The Com pany’s funding
policy com plies with the requirements of Federal law and
regulations. Plan assets consist principally of common
stock, U.S. government and corporate obligations and
group annuity contracts. The pension inform ation for all
periods includes amounts related to the Company’s sala
ried plan and to the hourly plans.
The components of net pension income are as follows:

(in thousands)
1993
1992

1991
Return on plan assets:
Actual return
$ 50,130 $ 43,970 $ 83,905
Expected return higher (lower)
than actual
3,679
7,091
(35,365)
Expected return
53,809
51,061
48,540
Amortization of transition asset
6,995
6,995
6,995
Service cost (benefits earned
during the year)
(12,355) (11,219) (10,564)
Interest cost on projected
benefit obligation
(36,978) (34,740) (33,443)
Amortization of prior service costs
(4,318)
(3,811)
(3,811)
Net pension income
$ 7,153 $ 8,286 $ 7,717
Am ortization of the transition asset is based on the
amount detemined at the date of adoption of FASB State
ment No. 87.
Net pension income and plan obligations are calcu
lated using assum ptions of estim ated discount and
interest rates and rates of projected increases in compen
sation. The discount rate on projected benefit obligations
was prim arily assumed to be 6.75% at December 31,
1993, and 7.25% at December 31, 1992 and 1991. The
assumed interest rate at the beginning of each year is the
same as the discount rate at the end of each prior year.
The rates of projected com pensation increase were
assumed to be prim arily 4.5% at December 31, 1993,
and 5% at December 31, 1992 and 1991. The expected
long-term rate of return on plan assets was assumed
to be prim arily 9% each year. Net pension income is deter
mined using assumptions of the beginning of each year.
Funded status is determined using assumptions as of the
end of each year.
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The following table presents a reconciliation of the
funded status of the U.S. pension plans to prepaid pension
expense, which is included in “ Other assets and deferred
charges” :
(In thousands)
1992
1993
Years ended December 31
$637,427 $620,646
Plan assets at fair value
Less actuarial present value of benefit
obligations:
Accumulated benefit obligation (including
vested benefits of $486,284 and
455,189
502,828
$444,229, respectively)
56,785
63,873
Projected compensation increase
511,974
566,701
Projected benefit obligation
Plan assets in excess of projected
108,672
benefit obligation
70,726
(3,946)
30,379
Unrecognized net loss (gain)
Unrecognized transition asset being
(56,422)
(63,418)
amortized principally over 16 years
Unrecognized prior service costs
44,997
41,237
being amortized
Prepaid pension expense
$ 89,680 $ 82,545

Foreign Pension Plans
Pension coverage for employees of the Company’s for
eign subsidiaries is provided through separate plans.
Obligations under such plans are system atically provided
for by depositing funds with trustees or under insurance
policies. 1993,1992 and 1991 pension cost for these plans
was $2,265,000, $1,954,000 and $1,509,000, respectively.
The actuarial present value of accumulated benefits at
December 31, 1993 and 1992, was $13,445,000 and
$13,457,000, substantially all of which was vested, com
pared with net assets available for benefits of $14,451,000
and $14,853,000, respectively.
Consolidated
Consolidated net pension income for 1993,1992 and 1991
was $4,888,000, $6,332,000 and $6,208,000, respectively.

Note 5. R etirem ent Plans
The Company and its subsidiaries have various retire
ment and profit sharing plans, including plans established
under collective bargaining agreements and separate
plans for joint operating agencies, under which substan
tially all full-tim e employees are covered. The Gannett
Retirement Plan is the Company’s principal retirem ent
plan and covers most of the employees of the Company
and Its subsidiaries. Benefits under the Gannett Retire
ment Plan are based on years of service and final average
pay. The Company’s pension plan assets include insur
ance contracts, marketable securities including common
stocks, bonds and U.S. governm ent obligations and
interest-bearing deposits.
The Company’s pension cost for 1993,1992 and 1991
consists of the following:
In thousands of dollars
Service cost-benefits earned
during the period
Interest cost on projected
benefit obligation
Actual return on plan assets
Net amortization and deferral of
actuarial gains
Net pension expense for
Company-sponsored
retirement plans
Union and other pension cost
Net pension cost

1993

1992

1991

$ 33,627

$31,230

$ 24,971

63,067
(98,622)

58,220
(25,656)

48,838
(147,855)

19,473

(54,469)

80,288

17,545
7,399
$ 24,944

9,325
8,582
$ 17,907

6,242
6,999
$ 13,241

The m ajority of the Company’s pension plans, including
the Gannett Retirement Plan, have plan assets that
exceed accum ulated benefit obligations. There are
certain plans, however, with accumulated benefit obliga
tions which exceed plan assets. The following tables
summarize the funded status of the Company’s pension
plans and the related amounts that are recognized in the
consolidated balance sheet:

GANNETT CO., INC. (DEC)
December 26,1993
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies

Retirement Plans
Pension costs under the Company’s retirem ent plans are
actuarially computed. It is the policy of the Company to
fund costs accrued under its qualified pension plans.

Actuarial present value of
benefit obligations
Vested benefit obligation

Plans for which Plans for which
assets exceed
accumulated
accumulated benefits exceed
benefits
assets
(In thousands of dollars)
$ 655,550

$21,616

Accumulated benefit obligation

$ 706,654

$ 22,493

Projected benefit obligation
Plan assets at market value
Projected benefit obligation
in excess of plan assets
Unrecognized net loss
Unrecognized prior
service cost
Unrecognized net (asset)
obligation at year-end

$(918,059)
789,534

$(33,940)

(128,525)
183,177

(33,940)
7,026

15,197

1,530

(46,176)

2,844

$ 23,673

$(22,540)

Pension asset (liability)
reflected in consolidated
balance sheet

_
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December 27,1992

Plans for which Plans for which
assets exceed
accumulated
accumulated benefits exceed
benefits
assets
(In thousands of dollars)

Actuarial present value of
benefit obligations
Vested benefit obligation

$494,461

$19,156

Accumulated benefit
obligation

$531,655

$ 19,776

$(711,906)
724,977

$(26,991)

13,071
64,066

(26,991)
1,993

17,565

1,737

Projected benefit obligation
Plan assets at market value
Projected benefit obligation
less than (in excess of)
plan assets
Unrecognized net loss
Unrecognized prior
service cost
Unrecognized net (asset)
obligation at year-end
Pension asset (liability)
reflected in consolidated
balance sheet

—

(57,706)

3,579

$ 36,996

$(19,682)

The projected benefit obligation was determined using
an assumed discount rate of 7% at the end of 1993 and
8.5% at the end of 1992. The assumed rate of compensa
tion increase was 5% at the end of 1993 and 6% at the end
of 1992. The assumed long-term rate of return on plan
assets used in determining pension cost was 10%. Pension
plan assets include 590,700 shares of the Company’s
common stock valued at $34 m illion at the end of 1993 and
1,090,700 shares valued at $56 m illion at the end of 1992.
GENESCO INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Postretirement Benefits
Substantially all full-tim e employees are covered by pen
sion plans. For its defined benefit plan, the Company
funds at least the minimum amount required by the
Employee Retirement Income Security Act. The Company
expenses the m ultiem ployer plan contributions required
to be funded under collective bargaining agreements.
The Company implemented Statement of Financial
Accounting Standards (SFAS) 106, “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions’’ in the
first quarter of Fiscal 1994. This statement requires accrual
of postretirem ent benefits such as life insurance and
health care over the period the employee provides services
to the Company. See Note 15 for additional inform ation.
Note 14: R etirem ent Plan
The Company sponsors a non-contributory, defined
benefit pension plan which provides benefits based on
years of service, highest consecutive ten-year average
annual earnings and social security contributions and
benefit bases.

Pension Expense
(In thousands)
1994
1993
1992
Service cost of benefits earned during
the year
$1,808 $1,624 $1,841
Interest on projected benefit
obligation
6,141
5,660
5,542
Actual return on plan assets
(5,341) (2,618) (5,003)
Deferral of current period asset
gains (losses)
451
(1.902)
900
Amortization of prior service cost
463
463
463
Amortization of net loss
345
76
0
Amortization of transition obligation
983
983
983
Total Pension Expense
$4,850 $ 4,286 $ 4,726

Actuarial Assumptions

Weighted average discount rate
Salary progression rate
Expected long-term rate of return on plan assets

1994
7.00%
5.00%
9.50%

1993
8.25%
5.00%
9.50%

The weighted average discount rate decreased from
8.25% to 7.00% at January 3 1 ,1994. The reduction of this
rate increased the accumulated benefit obligation by
$9,617,000 and increased the projected benefit obligation
by $13,382,000. At January 31,1993, the weighted average
discount rate decreased from 8.5 0% to 8.25%. The reduc
tion of this rate increased the accumulated benefit obliga
tion by $1,593,000 and increased the projected benefit
obligation by $2,193,000.
Funded Status
(In thousands)
Actuarial present value of benefit obligations;
Vested benefit obligation
Non-vested obligation
Accumulated benefit obligation

Projected benefit obligation for services
rendered to date
Plan assets at fair value, primarily cash
equivalents, common stock, notes and
real estate
Projected Benefit Obligation in Excess of
Plan Assets

1994

1993

$75,622
1,333
$76,955

$60,958
1,143
$62,101

$93,868

$74,409

55,581

50,945

$38,287

$23,464

Plan assets for 1994 and 1993 include Company related
assets of $1,844,000 and $1,782,000, respectively, which
consist of properties leased to the Company.
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Balance Sheet Effect
SFAS 87 requires the Company to recognize a pension
liability ($21,374,000 for 1994 and $11,156,000 for 1993) equal
to the amount by which the actuarial present value of the
accumulated benefit obligation ($76,955,000 for 1994 and
$62,101,000 for 1993) exceeds the fair value of the retire
ment plan’s assets ($55,581,000 for 1994 and $50,945,000
for 1993). A corresponding amount is recognized as an
intangible asset to the extent of the unamortized prior
service cost and unamortized transition obligation, with
the excess charged directly to shareholders’ equity. In
1994, this resulted in the recording of an intangible asset
of $11,363,000 and a reduction in shareholders’ equity of
$9,964,000. In 1993, an intangible asset was recorded
equal to the amount of the pension liability ($11,974,000)
as the total unamortized prior service cost and unamor
tized transition obligation ($12,809,000) was not exceeded.
A reconciliation of the plan’s funded status to amounts
recognized in the Company’s balance sheet follows:
(In thousands)
Projected benefit obligation in excess of
plan assets
Unamortized transition obligation
Unrecognized net actuarial losses
Unrecognized prior service cost
Net effect on the Company’s balance sheet
Amount reflected as an intangible asset*
Amount reflected as minimum pension
liability adjustment**
Amount Reflected as Pension Liability***

1994

1993

$(38,287) $(23,464)
7,863
8,846
26,877
11,473
3,500
3,963
818
(47)
(11,363) (11.974)
(9,964)
0
$(21,374) $(11,156)

* Included in other non-current assets in the balance sheet.
** Included as a charge to shareholders’ equity in the balance sheet.
*** Included in other long-term liabilities in the balance sheet.
GUARDSMAN PRODUCTS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant
Accounting P rinciples

Retirement Plans
The Company and its subsidiaries sponsor retirem ent
plans for the benefit of substantially all employees. Pen
sion costs under the defined benefit plans are actuarially
computed and include current service costs and am orti
zation of prior service costs. The Company’s policy is to
fund the minimum actuarially computed annual contribu
tion required under the Employee Retirement Income
Security Act of 1974 (ERISA).
Note 11. Pension Plans
The Company has three noncontributory prim ary defined
benefit pension plans covering substantially all of its
employees. A plan covering non-union employees pro
vides pension benefits based upon a retiree’s earnings of
the five consecutive calendar years during employment in
which the retiree received the highest level of compensa
tion. Plans covering union employees provide pension
benefits at stated amounts for each year of service.

The prim ary defined benefit plans were over-funded at
December 31, 1993 and 1992. The following table sets
forth the funded status and amounts recognized in the
Consolidated Balance Sheets for the Company’s three
prim ary defined benefit pension plans at December 31:

Pension assets at fair value
Actuarial present value of accumulated
plan benefits:
Vested
Non-vested
Effect of estimated future increases
in compensation
Projected benefit obligation for service
rendered to date
Plan assets in excess of projected
benefit obligation
Accrued pension costs recognized in the
balance sheet
Unrecognized net pension assets
Components of unrecognized net
pension assets:
Net experience gains
Transition assets
Prior service costs

(In thousands)
1993
1992
$24,120 $21,416

17,009
1,017
18,026

14,920
1,194
16,114

3,723

3,423

21,749

19,537

2,371

1,879

3,507
$ 5,878

3,214
$ 5,093

$ 7,122 $ 6,439
153
159
(1,397) (1,505)
$ 5,878 $ 5,093

At December 31, 1993, plan assets of the three prim ary
defined benefit plans were invested in listed common
stocks (46.8%), fixed income securities (38.1%), Guards
man common stock (8.2%) w ith a market value of
$1,974,000, and short-term investments (6.9%).
in addition to the three prim ary defined benefit pension
plans, the Company also has a supplem ental executive
retirem ent plan (the SERP) and a directors’ retirement
plan, both of which are unfunded defined benefit plans.
The actuarial present value of accumulated plan benefits
related to the Company’s SERP and directors’ retirem ent
plan totaled $1,583,000 and $1,481,000 at December 31,
1993 and 1992, respectively. Accrued pension costs of
$1372,000 and $1,650,000 related to these two plans were
recorded at December 3 1 , 1993 and 1992, respectively.
The assumptions used in accounting for defined benefit
plans for the three years presented are set forth below:

Weighted-average assumed discount rates
Rates of compensation increase
Weighted-average expected long-term rate
of return on plan assets

1993
7.75%
5.0%

1992
8.5%
6.0%

1991
8.5%
6.0%

8.5%

8.5%

8.5%

Guardsman also maintains defined contribution plans
covering the employees of its Canadian and United Kingdom subsidiaries and a 401(k) plan for all of its non
bargaining domestic employees.

318

Section 3: Income Statement

The following is a summary of pension expense recog
nized by the Company:

HARLEY-DAVIDSON, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In thousands)
1993
1992
1991

Defined benefit plans:
Service cost— benefits earned
during the period
Interest cost on projected benefit
obligation
Actual return on plan assets
Net amortization (deferral)
Net pension cost of defined
benefit plans
Defined contribution plans
Total pension expense

$ 945

$ 706

1,805
(2,698)
598

1,703
(383)
(1.725)

1,658
(4,451)
3,010

650
146
796

301
125
$ 426

1,077
82
$1,159

$

$

860

The decrease in 1992 pension expense compared to 1991
was due principally to am ortization during 1992 of net
gains realized on pension plan assets in 1991 in excess of
the weighted-average expected long-term rate of return on
plan assets.

8 (In Part): Employee B enefit Plans
The Company has several noncontributory defined benefit
pension plans or profit sharing plans covering substantially
all employees of the Motorcycle segment. The Company’s
policy with respect to the pension plans is to fund pension
benefits to the extent contributions are deductible for
tax purposes.
The following data is provided for the pension plans for
the years indicated:
Components of net periodic pension cost

December 31,
1993
1992
(In thousands)
Service cost— benefits earned
during the year
Interest cost on projected
benefit obligations
Actual return on plan assets
Net amortization and deferral
Net periodic pension cost

$ 3,384

$ 2,580

1991

$ 2,298

8,188
7,364
6,315
(7,327) (3,367) (15,758)
(606) (4,173)
8,908
$ 3,639 $ 2,404 $ 1,763

Reconciliation of funded status:
September 30,1993
Accumulated
Assets
Exceed
Benefits
Accumulated
Exceed
Assets
Benefits
(In thousands)
Actuarial present value of benefit obligations:
Vested benefit obligation.......................................................................
Nonvested benefit obligation.................................................................
Accumulated benefit obligation..............................................................

December 31,
1992

$ 29,687
4,058
$ 33,745

$ 50,877
5,363
$ 56,240

$ 66,431
8,126
$ 74,557

Projected benefit obligations for service rendered to date.............................
Plan assets at fair value, consisting primarily of debt securities, bank
common trust funds, common stock, and an immediate participation
guarantee contract...............................................................................

$ 48,015

$ 72,096

$ 97,701

38,805

51,662

83,127

Projected benefit obligation in excess of plan assets....................................
Unrecognized net loss from past experience different from that assumed
and changes in assumptions.................................................................
Unrecognized prior service cost................................................................
Unrecognized transition asset...................................................................
Additional minimum liability.....................................................................

9,210

20,434

14,574

(15,271)
(50)
866
—

(17,200)
(2,602)
1,344
2,602

(18,636)
(2,936)
2,559
—

Accrued (prepaid) pension cost (September 30,1993; December 31,1992)__
Fourth quarter contribution.......................................................................

(5,245)
(482)

4,578
(159)

(4,439)
—

Accrued (prepaid) pension cost, December 31.............................................

$ (5,727)

$ 4,419

$ (4,439)

319

Pension Plans

In 1993, the Company elected to change the mea
surement date for pension plan assets and liabilities
from December 31 to September 30. The change in
measurement date had no effect on 1993, or prior years’,
pension expense.
The provisions of Financial Accounting Standards
Board Statement No. 87, “ Employers’ Accounting for Pen
sions,’’ require the recognition of an additional minimum
liability and related intangible asset to the extent that
accumulated benefits exceed plan assets. At Decem
ber 31, 1993, the Company recorded an adjustm ent of
$2.6 m illion which was required to reflect the Company’s
minimum pension liability. The Company recorded an
intangible asset in the same amount.

Weighted average assumptions used in
determining actuarial present value of
plan benefit obligations:
Discount rate
Rate of increase in future
compensation levels
Assumed long-term rate of return
on plan assets

1993

1992

1991

7.8%

8.5%

9.0%

5.0%

5.0%

5.0%

10.3%

10.3%

10.3%

C ertain of the Com pany’s plans relating to hourly
employees were amended during 1993,1992 and 1991 to
increase the scheduled benefits.

ILLINOIS TOOL WORKS INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
R etirem ent Plans
The Company sponsors defined contribution retirement
plans covering substantially all dom estic employees. The
Company’s contributions to these plans were $6,900,000
in 1993, $6,200,000 In 1992 and $5,800,000 in 1991.
The Company provides substantially all employees with
pension benefits. The Company’s principal dom estic plan
provides benefits based on years of service and compen
sation levels during the latter years of employment. Other
dom estic and foreign plans provide benefits sim ilar to the
principal dom estic plan.
In late 1992, the principal dom estic pension plan was
amended to provide an early retirement supplement to be
paid to future retirees from their early retirem ent date to
age 65. The pension supplement increased the prior serv
ice cost as of December 3 1 , 1992 by $25,700,000.
Subject to the lim itation on deductibility imposed by
Federal income tax laws, the Company’s policy has been
to contribute funds to the plans annually in amounts
required to maintain sufficient plan assets to provide
for accrued benefits. Due to the current overfunded status
of the principal plan, no contributions to this plan were
made In 1993,1992 or 1991 and none are expected to be
made for the next several years. The previously men
tioned amendment w ill not significantly affect the status of
future contributions. Other dom estic plan contributions
were minimal in 1993, 1992 and 1991. Domestic plan
assets consist prim arily of listed common stock and
debt securities.
The components of net pension expense for the years
ended December 3 1 ,1993,1992 and 1991 were as shown
below;

1993

Service cost
Interest cost on projected benefit
obligation
Actual return on plan assets
Net amortization and deferral
Net pension expense

1992
1991
(In thousands)
$21,757 $ 19,889 $ 19,554
29,832
25,348
24,041
(48,002) (38,009) (50,545)
(5,560)
10,610
7,879
$11,466 $ 1,668 $ 3,660
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The following table sets forth the funded status and amounts recognized in the Company’s Statement of Financial Position
at December 3 1 , 1993 and 1992:
1993
Assets Exceed
Accumulated
Benefits
Actuarial present value of benefit obligations:
Vested............................................................... ............
Non-vested........................................................ ............
Accumulated benefit obligation................................ ............
Effect of projected wage increases............................. ............
Projected benefit obligation..................................................
Plan assets at fair value........................................... ............
Plan assets in excess of (less than) projected
benefit obligation ................................................ ............
Unrecognized net (gain) loss................................................
Unrecognized prior service cost................................ ............
............
Unrecognized transition (asset) liability..............
Adjustment to recognize minimum liability................. ............
Prepaid (accrued) pension asset (liability)...............................
The significant actuarial assumptions at December 31,
1993,1992 and 1991 were as follows:
1993
Domestic plans:
Discount rate
7.6%
Expected long-term rate
of return on plan assets
9.0%
Rate of increase in future
compensation levels
4.3%
Foreign plans:
Discount rate
5.5-9 0%
Expected long-term rate
of return on plan assets 5.5-9.0%

1992

1991

8.5%

8.5%

9.0%

9.0%

6.1%

6.8%

5.5-9.9%

5.5-9.0%

5.5-10.0%

5.5-10.0%

1992
Accumulated
Assets Exceed
Benefits
Accumulated
Exceed Assets
Benefits
(In thousands)

Accumulated
Benefits
Exceed Assets

$(273,924)
(55,103)
(329,027)
(51,744)
(380,771)
461,219

$(45,591)
(6,038)
(51,629)
(2,606)
(54,235)
25,920

$(217,997)
(42,916)
(260,913)
(40,041)
(300,954)
438,035

$(37,769)
(4,916)
(42,685)
(2,521)
(45,206)
20,055

80,448
(49,009)
42,427
(40,201)
—
$ 33,665

(28,315)
3,143
3,273
1,028
(6,368)
$(27,239)

137,081
(93,340)
33,719
(46,174)

(25,151)
(111)
3,514
1,117
(3,691)
$(24,322)

—

$ 31,286
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PARKER HANNIFIN CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share am ounts.)

Assets Exceed Accumulated Benefits
1992
1993

9 (In Part): Retirem ent B enefits

Pensions
The Company has noncontributory defined benefit pen
sion plans covering eligible employees, including certain
employees in foreign countries. Benefits for salaried plans
are generally based on the employee’s compensation
during the three to five years prior to retirem ent. Under the
hourly plans, benefits are generally based on various
monthly amounts for each year of credited service. The
Company also has contractual arrangements with certain
key employees which provide for supplemental retirem ent
benefits, in general, the Company’s policy is to fund these
plans based on legal requirements, tax considerations,
local practices and investment opportunities. The Company
also sponsors defined contribution plans and participates
in Government-sponsored programs in certain foreign
countries. Contributions and costs are determined as a
percentage of each covered employee’s salary.
Pension costs for all plans were $14,649, $10,369, and
$7,197 for 1993,1992, and 1991, respectively. Pension costs
for all defined benefit plans are as follows:

Service cost-benefits earned
during the period
Interest cost on projected
benefit obligation
Actual return on assets
Net amortization and deferral
Net periodic pension costs

The following table set forth the funded status of all the
plans accounted for using SFAS No. 87, Employers’
Accounting for Pensions, and the amounts recognized in
the Company’s consolidated balance sheet:

1993

1992

1991

$ 16,776

$ 15,731

$15,141

31,564
28,515
25,970
(46,181) (46,827) (23,844)
12,039
(11,080)
11,524
$ 13,683 $ 9,458 $ 6,187

For dom estic plans, the weighted average discount rates
and the rates of increase in future compensation levels
used in determ ining the actuarial present value of the
projected benefit obligations were 8% and 5% , respec
tively, at June 3 0 ,1993 and 1992. The expected long-term
rate of return on assets was 9% at June 3 0 ,1993 and 1992.
For the principal foreign plans located in the United King
dom and Germany, the weighted average discount rates
used were 9% and 6.5%, respectively, at June 30, 1993
and 9% and 7% , respectively, at June 3 0 , 1992 and rates
of increase in future compensation used were 7% and
4% , respectively, at June 30, 1993 and 7% and 4.5%,
respectively, at June 30, 1992. The rates of return on
assets used in the United Kingdom were 10% at June 30,
1993 and 1992.

Actuarial present value of benefit obligations:
$(280,917) $(249,753)
Vested benefit obligation
Accumulated benefit obligation
Projected benefit obligation
Plan assets at fair value
Projected benefit obligation less than
plan assets
Unrecognized net (gain) or loss
Unrecognized prior service cost
Unrecognized net (asset) obligation
Prepaid pension cost (pension liability)
recognized

$(293,299) $(261,488)
$(356,329) $(325,732)
395,118
440,038
83,709
(29,398)
10,484
(30,558)

69,386
(17,081)
8,661
(35,478)

$ 34,237 $ 25,488

Accumulated Benefits Exceed Assets
1993
1992
Actuarial present value of benefit obligations:
Vested benefit obligation
Accumulated benefit obligation
Projected benefit obligation
Plan assets at fair value
Projected benefit obligation in excess of
plan assets
Unrecognized net (gain) or loss
Unrecognized prior service cost
Unrecognized net (asset) obligation
Prepaid pension cost (pension liability)
recognized

$(53,067) $(49,997)
$(57,809) $(54,755)
$(68,053) $(65,022)
8,090
3,020
(59,963)
5,535
1,267
1,994

(62,022)
5,228
1,291
4,166

$(51,167) $(51,317)

The m ajority of the underfunded plans relate to foreign
and supplem ental executive plans.
The plans’ assets consist prim arily of listed common
stocks, corporate and government bonds, and real estate
investments. At June 3 0 ,1993 and 1992, the plans’ assets
included Company stock with market values of $7,824 and
$6,879, respectively.
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A.O. SMITH CORPORATION (DEC)

Plans covering hourly employees provide benefits of
stated amounts for each year of service. The Corpora
tion’s funding policy is to contribute amounts which are
actuarially determined to provide the plans with sufficient
assets to meet future benefit payment requirements con
sistent with the funding requirements of federal laws and
regulations. Plan assets consist prim arily of marketable
equities and debt securities. The Corporation also has
several foreign pension plans, none of which are material.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10. Retirem ent Plans
The Corporation and its domestic subsidiaries have non
contributory defined benefit pension plans covering all
employees. Plans covering salaried employees provide
benefits that are based on an employee’s years of service
and compensation.

The following tables present the components of pension expense, the funded status and the major assumptions used
to determ ine these amounts for domestic pension plans:

(Dollars in thousands)
Components of pension expense:
Service cost— benefits earned during the year........
Interest cost on projected benefit obligation............
Return on plan assets:
Actual return.................................................... ...
Deferral of investment return in excess of
(less than) expected return.............................
Net amortization and deferral.............................
Net periodic pension expense (income) ....................

Years ended December 31,
1992

1993
$ 6,261
27,400

9,145

(33,125)
569
$ 1,105

$ 5,484
26,740

$ 5,581
27,067
$(25,140)

$(42,270)

1991

(8,802)

$(60,650)
(33,942)
353
$ (941)

30,651

(29,999)
420
$ 2,645

___________________ December 31,___________________
(Dollars in thousands)______________________________________________ 1993_______________________ 1992_________
Assets
Accumulated
Assets
Accumulated
Exceed
Benefits
Exceed
Benefits
Accumulated
Exceed
Accumulated
Exceed
________________________________________________________Benefits________Assets_________ Benefits_______ Assets
Actuarial present value of benefit obligations:
Vested benefit obligation............................................................
$138,138
$182,531
$133,583
$164,454
Accumulated benefit obligation .....................................................

$147,018

$212,145

$142,065

$191,152

Projected benefit obligation...........................................................
$174,210
$212,755
$159,159
$191,152
Plan assets at fair value................................................................
232,188_______ 162,516________ 215,405______ 153,208
Plan assets in excess of (less than) projected benefit obligation..........
57,978
(50,239)
56,246
(37,944)
Unrecognized net transition (asset) obligation at January 1 ,1986 .............
(14,061)
13,882
(16,069)
15,448
Unrecognized net (gain) lo ss...............................................................
(11,480)
15,669
(12,904)
1,821
Prior service cost not yet recognized in periodic pension co st...........
4,244
10,657
4,694
10,944
Adjustment required to recognize minimum liability1..............................................________ (39,598)____________ ________ (28,213)
Prepaid pension asset (liability).....................................................
$ 36,681
$(49,629)
$ 31,967
$(37,944)
Net liability recognized in consolidated balance sheet........................

$(12,948)

$ (5,977)

1 The provisions of FAS No. 87, “ Employers’ Accounting for Pensions,’’ require the recognition of an additional minimum liability for each defined
benefit plan for which the accumulated benefit obligation exceeds plan assets. This amount has been recorded as a long-term liability with an offset
ting intangible asset. Because the asset recognized may not exceed the amount of unrecognized prior service cost and transition obligation on an
individual plan basis, the balance, net of tax benefits, is reported as a separate reduction of stockholders’ equity at December 31,1993 and 1992,
as follows;

Minimum liability adjustment
Intangible asset
Tax benefit
Pension liability adjustment to
stockholders’ equity

1993
$39,598
24,539
15,059
5,918

1992
$28,213
26,392
1,821
701

$ 9,141

$ 1,120
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Major assumptions at year-end:
1991
1992
1993
7.75% 8.75% 8.75%
Discount rate
Rate of increase in compensation level 4.00% 5.50% 5.50%
Expected long-term rate of return
10.25% 10.50% 10.50%
on assets
Net periodic pension cost is determ ined using the
assumptions as of the beginning of the year. The funded
status is determined using the assumptions as of the end
of the year.

The net pension credit for the years ended January 2,
1994, January 3 , 1993, and December 2 9 , 1991, includes
the following components:
1993

1992
(In thousands)

1991

Service costs for benefits earned
$ 8,805 $ 8,312 $ 7,200
during the period
Interest cost on projected
10,327
12,683
11,700
benefit obligation
(35,086) (29,388) (84,880)
Actual return on plan assets
50,471
(8,185)
(5,839)
Net amortization and deferral
4,916
—
—
Cost of voluntary reduction in staff
$(19,437) $(17,561) $(11,966)
Net pension credit

THE WASHINGTON POST COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
H. R etirem ent Plans
The company and its subsidiaries have various funded
and unfunded pension and incentive savings plans and
in addition contribute to several multi-employer plans on
behalf of certain union-represented employee groups.
Substantially all of the com pany’s employees, including
some located in foreign countries, are covered by these
plans. Pension (benefit) cost for all retirem ent plans
combined was $(2,300,000) in 1993, $5,200,000 in 1992
and $3,000,000 in 1991. Included in 1992 are costs of
$8,300,000 related to a new deferred compensation
arrangem ent at The W ashington Post newspaper.
Included in 1991 are costs of $4,900,000 associated with
the voluntary reduction of staff at The W ashington Post
newspaper.
The costs for the company’s defined benefit pension
plans are actuarially determined and include am ortization
of prior service costs over various periods, generally not
exceeding 20 years. The com pany’s policy is to fund the
costs accrued for its defined benefit plans.
The following table sets forth the funded status of
the defined benefit plans and amounts recognized in the
Consolidated Balance Sheets at January 2, 1994, and
January 3 , 1993:

1992
1993
(In thousands)
Actuarial present value of accumulated plan
benefits, including vested benefits of
$142,706 and $129,144
$151,200
Plan assets at fair value, primarily
listed securities
Projected benefit obligation for service
rendered to date
Plan assets in excess of projected
benefit obligation
Prior service cost not yet recognized in
periodic pension cost
Less unrecognized net gain from past
experience different from that assumed
Less unrecognized net asset (transition
amount) being recognized over
approximately 17 years
Prepaid pension cost

$ 454,741

$ 139,980
$ 425,422

(187,490)

(173,133)

267,251

252,289

15,697

16,855

(114,212)

(112,653)

(68,933)
(76,599)
$ 99,803 $ 79,892

The weighted average discount rate and rate of increase
in future compensation levels used for 1993, 1992 and
1991 in determ ining the actuarial present value of the
projected benefit obligation were 7.5 percent and 4 per
cent, respectively. The expected long-term rate of return
on assets was 9 percent in 1993, 1992 and 1991.
Contributions to multi-employer pension plans, which are
generally based on hours worked, amounted to $1,900,000
in 1993, $1,500,000 in 1992 and $1,300,000 in 1991.
The costs of unfunded retirem ent plans are charged to
expense when accrued. The com pany’s liability for such
plans, which is included in “ Other Liabilities’ ’ in the Con
solidated Balance Sheets, was $45,000,000 at January 2,
1994, and $41,500,000 at January 3, 1993.

Defined Contribution Plans
GENCORP INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Employee B enefit Plans
The Company also sponsors a number of defined contri
bution pension plans. Participation in one of these plans is
available to substantially all salaried employees and to
certain groups of hourly employees. Company contribu
tions to these plans are based on either a percentage of
employee contributions or on a specified amount per hour
based on the provisions of each plan. The cost of these
plans was $14 m illion in 1993, $15 m illion in 1992 and $14
m illion in 1991.
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HALLIBURTON COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 16 (In Part): Retirem ent Plans
The company has various retirem ent plans which cover a
significant number of its employees. The major pension
plans are defined contribution plans, which provide pen
sion benefits in return for services rendered, provide an
individual account for each participant, and have term s
that specify how contributions to the participant’s account
are to be determined rather than the amount of pension
benefits the participant is to receive. Contributions to
these plans are based on pre-tax income and/or discre
tionary amounts determined on an annual basis. The
Company’s expense for the defined contribution plans
totaled $56.1 m illion, $73.7 m illion, and $60.6 m illion in
1993,1992, and 1991, respectively.

H.J. HEINZ COMPANY (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): R etirem ent Plans
In April 1992, the Board of Directors amended the domes
tic salaried defined benefit pension plan to provide that
no benefits would accrue under this plan on or after
January 1, 1993. At the same time, the Board adopted,
effective Janaury 1, 1993, a defined contribution plan
covering substantially all dom estic salaried employees.
The Board’s actions resulted in an after-tax curtailm ent
gain of $23.6 m illion, which was recorded in 1992. No plan
assets were withdrawn from the pension plan as a result of
this curtailm ent.
A company contribution account was established for
substantially all dom estic salaried employees as part of
the defined contribution plan. This account consists
solely of company contributions that are a percentage of
the participant’s pay based on age, w ith the contribution
rate increasing with age. In 1993, the company con
tribution to the defined contribution plan amounted to
$3.8 m illion.

SUN COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FiNANCIAL STATEMENTS
13 (in Part): R etirem ent B enefit Plans

Defined Contribution Pension Plans
Sun has defined contribution plans which provide retire
ment benefits for most of its dom estic employees. Sun’s
contributions, which are principally based on a percent
age of employees’ annual compensation and are charged
against income as incurred, amounted to $9, $15 and $17
m illion in 1993,1992 and 1991, respectively.

Sun’s principal defined contribution plan Is the Sun
Company, Inc, Capital Accumulation Plan (“ SunCAP” ).
Sun matches 100 percent of employee contributions to
the plan up to 5 percent of an employee’s base compensa
tion. Effective January 1 , 1993, the matching contribution
was reduced to 50 percent for a period of one year. Sun’s
contributions to SunCAP are invested initially in the
common stock of the Company. SunCAP is a combined
profit sharing and employee stock ownership plan which
contains a provision designed to perm it SunCAP, only
upon approval by the Company’s Board of Directors, to
borrow in order to purchase a significant number of
shares of Company common stock. As of December 31,
1993, no such borrowings had been approved.
TEXAS INDUSTRIES, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
R etirem ent Plans
Substantially all employees of the Company are covered
by a series of defined contribution retirem ent plans. The
am ount of pension expense charged to costs and
expenses for the above plans was $1.8 m illion in 1993, $1.7
m illion in 1992, and $1.6 m illion in 1991. It is the Com
pany’s policy to fund the plans to the extent of charges
to income.

Supplemental Retirement Plans
ALBERTSON’S INC. (JAN)
/VOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee B enefit Plans (In Part)
Substantially all employees working over 20 hours per
week are covered by retirem ent plans. Union employees
participate in m ulti-em ployer retirem ent plans under
collective bargaining agreements. The Company spon
sors two funded plans, Albertson’s Salaried Employees
Pension Plan and Albertson’s Employees Corporate
Pension Plan, which are defined benefit, noncontributory
plans for eligible employees who are 21 years of age with
one or more years of service and (with certain exceptions)
are not covered by collective bargaining agreements.
Benefits paid to retirees are based upon age at retirement,
years of credited service and average compensation. The
Company’s funding policy for these plans is to contribute
amounts deductible for federal income tax purposes.
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Assets of the two funded Company plans are invested
in directed trusts. Assets in the directed trusts are invested
in common stocks (including $28,937,000, $26,802,000
and $21,565,000 of the Company’s common stock at
February 3 , 1994, January 2 8 ,1993 and January 3 0 ,1992,
respectively), U.S. Government obligations, corporate
bonds, international equity funds, real estate and money
market funds.
The Company also sponsors an unfunded Executive
Pension Makeup Plan. This plan is nonqualified and pro
vides certain key employees defined pension benefits
which supplem ent those provided by the Company’s
other retirem ent plans.
Net periodic pension cost for the Company plans was
as follows:
1992
1993
(In thousands)
Service cost— benefits earned
during the period
Interest cost on projected
benefit obligations
Actual return on assets
Net amortization and deferral
Net periodic pension cost

1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars)
H (In Part): R etirem ent Plans
The Company has unfunded supplemental retirem ent
plans for employees whose benefits under principal salaried
retirem ent plans are reduced because of compensation
deferral elections or lim itations under federal tax laws.
Pension expense for these plans was $1.2 in 1993, $1.1 in
1992 and $1.0 in 1991. At December 31,1993, the projected
benefit obligation for these plans was $8.3. A correspond
ing accumulated benefit obligation of $7.2 has been
recognized as a liability in the balance sheet and is equal
to the amount of vested benefits.

UNOCAL CORPORATION (DEC)
$ 12,726 $ 10,983 $ 8,560
8,956
12,687
10,805
(27,696) (15,596) (17,668)
1,809
6,076
11,515
$ 9,232 $ 8,001 $ 5,924

Assumptions used in the com putation of net periodic
pension cost for all Company-sponsored plans were
as follows:

Weighted-average discount rate
Annual salary increases
Expected long-term rate of return on assets

1993 1992 1991
7.0% 8.0% 8.5%
4.5% 4.5% 5.5%
9.0% 9.0% 9.0%

The following table sets forth the status of the unfunded
Executive Pension M akeup Plan and the am ounts
included in other long-term liabilities in the Company’s
consolidated balance sheets:
Feb. 3, Jan. 28, Jan. 30,
1993
1994
1992
(In thousands)
Actuarial present value of:
Vested benefits
Nonvested benefits
Accumulated benefit obligation
Effect of projected future
salary increases
Projected benefit obligation
Actuarial present value of projected
benefit obligations in excess of
plan assets
Unrecognized net (gain) loss
Unrecognized prior service cost
Unrecognized net transition liability
Additional minimum liability
Accrued pension cost

PACCAR INC. (DEC)

$ 6,493 $ 5,490 $ 4,613
9
1
1
6,502
4,614
5,491
1,861
8,363

2,564
8,055

2,684
7,298

(8,363) (8,055) (7,298)
458
458
(7)
1,136
1,231
1,326
1,688
1,869
2,050
(956)
(994) (1,150)
$(6,502) $(5,491) $(4,614)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11 (In Part): R etirem ent Plans
The amount of benefits which can be covered by the
funded plans are lim ited by the Employee Retirement
Security Act of 1974 and the Internal Revenue Code.
Therefore, the company has an unfunded supplemental
retirem ent plan designed to maintain benefits for all
em ployees at the plan form ula level. The amounts
expensed for this plan were $2 m illion, $23 m illion and
$1 m illion in 1993,1992 and 1991, respectively. The 1992
amount included a one-time charge of $21 m illion as a
result of the com pany’s restructuring program. The
accumulated obligation recognized in the Consolidated
Balance Sheet at December 3 1 , 1993 was $19 m illion.
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SAFEWAY INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

LEGGETT & PLATT, INCORPORATED (DEC)
Note G (In Part): Employee Pension and B enefit Plans
NOTES TO FINANCIAL STATEMENTS
D ollars in m illions

G (In Part): Employee B enefit Plans
The Company sponsors contributory and non-contributory
pension and retirement plans. Substantially all employees,
other than union employees covered by m ultiem ployer
plans under collective bargaining agreements, are eligible
to participate in the plans. Retirement benefits under the
contributory plans are based on career average earnings.
Retirement benefits under the non-contributory plans are
based on years of service, employees’ average compen
sation and social security benefits. It is the Company’s
policy to fund actuarially determined costs as accrued.

Contributions to union sponsored, m ultiem ployer pen
sion plans were $.2, $.2 and $.4 in 1993, 1992 and 1991,
respectively. These plans are not adm inistered by the
Company and contributions are determined in accordance
with provisions of negotiated labor contracts. As of 1993,
the actuarially computed values of vested benefits for
these plans were equal to or less than the net assets of the
plans. Therefore, the Company would have no withdrawal
liability. However, the Company has no present intention
of withdrawing from any of these plans, nor has the Com
pany been informed that there is any intention to term inate
such plans.
Net pension income (expense), including Company
sponsored defined benefit plans, m ultiem ployer plans
and other plans, was $.7, $.8 and $(.4) in 1993,1992 and
1991, respectively.
LONE STAR INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
29 (In Part): Pension Plans
C ertain union em ployees are covered under m ulti
employer defined benefit plans administered under col
lective bargaining agreements. M ulti-em ployer pension
expenses and contributions to the plans in 1993,1992 and
1991 were approxim ately $300,000, $400,000 and
$500,000, respectively.

Multi-Em ployer Pension Plans
The Company participates in various m ulti-em ployer pen
sion plans, covering virtually all Company employees not
covered under the Company’s non-contributory pension
plans, pursuant to agreements between the Company
and employee bargaining units which are members of
such plans. These plans are generally defined benefit
plans; however, in many cases, specific benefit levels are
not neg o tia te d w ith or know n by th e em ployercontributors. Contributions of $70 m illion, $100 m illion,
and $93 m illion were made and charged to income in
1993,1992 and 1991, respectively.
Under U.S. legislation regarding such pension plans, a
company is required to continue funding its proportionate
share of a plan’s unfunded vested benefits in the event
of withdrawal (as defined by the legislation) from a plan
or plan term ination. Safeway participates in a number of
these pension plans, and the potential obligation as a
participant in these plans may be significant. The infor
mation required to determ ine the total amount of this
contingent obligation, as well as the total amount of
accumulated benefits and net assets of such plans, is not
readily available. During 1988 and 1987, the Company
sold certain operations. In most cases the party acquiring
the operation agreed to continue making contributions to
the plans. Safeway is relieved of the obligations related to
these sold operations to the extent the acquiring parties
continue to make contributions. W hether such sales
could result in withdrawal under ERISA and, if so, whether
such withdrawals could result in liability to the Company,
is not determ inable at this tim e. In 1993, Safeway settled
a claim by the Central States, Southeast and South
west Pension Fund in connection w ith an alleged
withdrawal related to sold operations. This settlem ent
did not have a significant im pact on the consolidated
financial statements.
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Amendment Of Plan
ECOLAB INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): R etirem ent Plans

Pension Plans
The company has a noncontributory defined benefit
pension plan covering substantia lly all of its U.S.
employees. Plan benefits are based on years of service
and highest average compensation for five consecutive
years of employment. Various international subsidiaries
also have defined benefit pension plans. Pension
expense included the following components:
(Thousands)
Service cost-employee benefits
earned during the year
Interest cost on projected
benefit obligation
Actual return on plan assets
Net amortization and deferral
U.S. pension expense
International pension expense
Total pension expense

1993

1992

1991

$ 8,040 $ 6,556 $ 5,379
9,233
11,401
8,161
(9,134) (3,499) (12,224)
3,556
(69) (5,416)
6,874
10,238
4,872
820
723
802
$11,058 $ 7,597 $ 5,674

The funded status of the U.S. pension plan was:

(Thousands)
Actuarial present value of:
Vested benefit obligation
Non-vested benefit obligation
Accumulated benefit obligation
Effect of projected future
salary increases
Projected benefit obligation
Plan assets at fair value
Plan assets less than the
projected benefit obligation
Unrecognized prior service cost
Unrecognized net loss
Unrecognized net transition
asset
Adjustment required to
recognize minimum liability
Unfunded accrued pension
expense

1993

December 31,
1992

1991

$118,829
10,066
128,895

$ 84,585
6,581
91,166

$ 75,413
6,291
81,704

51,174
180,069
122,440

35,514
126,680
99,920

32,126
113,830
91,971

(57,629)
26,040
49,145

(26,760)
4,500
33,864

(21,859)
4,891
28,352

(16,134)

(17,538)

(18,941)

(7,877)
$ (6,455) $ (5,934) $ (7,557)

The company’s policy is to fund pension costs currently to
the extent deductible for income tax purposes. U.S. pen
sion plan assets consist prim arily of equity and fixed
income securities. International pension benefit obliga
tions and plan assets were not significant.

Effective July 1, 1993, the company adopted certain
amendments to its U.S. pension plan to improve the bene
fit form ula and enhance the value of pension benefits.
C oncurrent w ith these am endm ents, the com pany
lowered the discount rate used for determ ining the pen
sion benefit obligations and future service and interest
cost for the plan from 8.25 percent to 8.0 percent. These
changes resulted in an increase of $2.9 m illion in pension
expense for 1993 and an increase of approxim ately $29
m illion in the projected benefit obligation.
U.S. pension plan assumptions, in addition to projec
tions for employee turnover and retirem ent ages, were:

Discount rate for service and interest
cost, at beginning of year
Projected salary increases,
weighted average
Expected return on assets
Discount rate for year-end
benefit obligations

1993

1992

1991

8.25%

8.25%

8.5%

5.6
9.0

5.6
9.0

5.6
9.0

7.50%

8.25%

8.25%

The discount rate used for determ ining the year-end
pension benefit obligations and future service and
interest cost was lowered from 8.0 percent at July 1 , 1993
to 7.5 percent at year-end 1993. The effect of this change
was to increase the projected benefit obligation as of
December 3 1 , 1993 by approximately $14 m illion.
The adjustment required to recognize a minimum liability
as of December 3 1 , 1993 has been included in the com
pany’s noncurrent liability for postretirem ent health care
and pension benefits with an equal amount included in
the Consolidated Balance Sheet as an intangible asset.
This adjustment was due to the plan amendments adopted
in July 1993 and discount rate reductions during 1993.
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HANDY & HARMAN (DEC)
NOTES TO (CONSOLIDATED FINANCIAL STATEMENTS

The plan’s funded status as of December 31 and the
amounts recognized in the accompanying financial state
ments are as follows:
1993

1992

$ 95,980,000
$100,139,000
$114,490,000
156,295,000

$ 85,709,000
$ 90,161,000
$104,333,000
146,567,000

Note 8 (In Part): R etirem ent Plans and O ther Benefits

Retirement Plans
The Company and substantially all of its subsidiaries have
non-contributory defined benefit plans covering most of
their employees. The benefits are based on years of service
and employee’s compensation at the tim e of retirement.
Contributions are made by the Company as necessary to
provide assets sufficient to meet the benefits payable to
plan participants, and are determined in accordance with
applicable minimum funding standard requirements as
promulgated by the Internal Revenue Service. Such con
tributions are based on actuarial com putations of the
amount sufficient to fund normal (current service) cost
plus an am ortization of the unfunded actuarial accrued
liability over periods of up to 30 years.
The components of net periodic pension cost (credit) for
1993,1992 and 1991 are as follows:
1993

1992

1991

Service cost— benefits
earned during
the period
$ 3,546,000 $ 4,572,000 $ 3,715,000
Interest cost on the
projected benefits
obligation
7,253,000
8,130,000
7,205,000
Return on plan
assets
(15,563,000) (16,738,000) (16,050,000)
Net amortization and
deferral
(106,000)
(987,000)
(1,060,000)
Net periodic pension
cost (credit)
($ 4,870,000) ($ 5,023,000) ($ 6,190,000)
Assumptions used In the accounting at December 31 are:
1993
Discount rate:
Beginning of year
End of year
Compensation increase
Expected asset return

7.0%
6.5%
5.0%
8.5%

1992
7.5%
7.0%
5.0%
9.5%

1991
8.0%
7.5%
5.0%
9.5%
to 10.5%

Actuarial present value of
benefit obligations:
Vested benefit obligation
Accumulated benefit obligation
Projected benefit obligation
Plan assets at fair value
Plan assets in excess of projected
benefit obligation
Unrecognized net loss
Unrecognized prior service cost
Unrecognized net asset
Prepaid pension cost

41,805,000
42,234,000
24,584,000
21,955,000
(3,740,000)
(4,332,000)
(15,944,000)
(19,066,000)
$ 46,705,000 $ 40,791,000

The plan’s assets are invested prim arily in stocks and
insurance contracts.
The cost of living provision in effect for a certain Com
pany pension plan was elim inated with respect to benefits
credited after October 31,1992 and the definition of average
pay was changed from a final five year average to career
average pay starting January 1 , 1993 for all units covered
under the plan. The result was a decrease in the projected
benefit obligation and a reduction in unrecognized prior
service cost of $7,130,000. This amount is being amortized
over 16 years.

Settlement Loss
CHEVRON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
M illions o f dollars
Note 16 (In Part): Employee B enefit Plans

Pension Plans
The company has defined benefit pension plans for most
employees. The principal plans provide for autom atic
membership on a non-contributory basis. The retirem ent
benefits provided by these plans are based prim arily on
years of service and on average career earnings or the
highest consecutive three years’ average earnings. The
company’s policy is to fund at least the minimum neces
sary to satisfy requirements of the Employee Retirement
Income Security Act.
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The net pension expense (credit) for all of the com
pany’s pension plans for the years 1993, 1992 and 1991
consisted of:
1993 1992 1991
Cost of benefits earned during the year
$103 $106 $100
295
Interest cost on projected benefit obligations 276
302
Actual return on plan assets
(472) (309) (799)
Net amortization and deferral
(134)
101
346
Net pension expense (credits)
$ 8 $ (35) $ (58)
in addition to the net pension expense in 1993, the
company recognized a net settlem ent loss of $63 and a
curtailm ent loss of $4 reflecting the term ination of a
form er Gulf pension plan and lump-sum payments from
other company pension plans. In 1992, the company
recorded charges of $65 and a curtailm ent loss of $7, off
set by net lump-sum settlem ent gains of $101 related to an
early retirem ent program offered to employees of its U.S.
and certain Canadian subsidiaries. In 1991, charges of
$154 related to the early retirem ent programs and lump
sum settlem ent gains of $25 were recognized.
M ERCK & CO., INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10. Retirem ent Plans
In addition to required governmental retirem ent plans, the
Company and certain of its subsidiaries have retirem ent
plans for eligible employees that provide benefits based
upon age, years of service and compensation. Certain
plans also consider prim ary social security payments in
calculating benefits. The expenses for these govern
mental, Company and subsidiary plans were $262.3 million
in 1993, $241.3 m illion in 1992 and $214.3 m illion in 1991.
Expenses for Company and subsidiary plans were
$97.0 m illion in 1993, $81.3 m illion in 1992 and $64.3 m il
lion in 1991.
Net pension cost for the Company’s plans includes the
following components:

Service cost— benefits earned during
the year
Interest cost on projected
benefit obligation
Net amortization and deferral
Actual return on assets
Net pension cost

1993

1992

1991

$ 97.4

$ 86.4

$ 74.5

135.7
123.7
110.4
74.4
(34.7)
111.2
(210.5)
(94.1) (231.8)
$ 97.0 $ 81.3 $ 64.3

The net pension cost attributable to international plans
and included above was $41.8 m illion in 1993, $30.0 mil
lion in 1992 and $22.0 m illion in 1991.

In addition to net pension cost, net losses of $254.8 m il
lion were recorded in 1993 pursuant to Statement No. 88,
Employers’ Accounting for Settlements and Curtailm ents
of Defined Benefit Pension Plans and for Termination
B en e fits, due to w o rk-fo rce re d u ctio n program s
associated with the restructuring efforts and the sale of the
Calgon Water Management business. Payment of lum p
sum benefits to employees retiring under certain of the
work-force reduction programs resulted in a $279.4 m illion
liquidation of plan assets.
The Company’s funding policy for Employee Retire
ment Income Security Act of 1974 and foreign plans is to
contribute amounts to maintain assets in excess of the
projected benefit obligations. However, the work-force
reduction programs and a lower discount rate have
decreased the plans’ funded status in 1993. Company
contributions over the next several years are expected to
improve the funded status of the worldwide plans. The
plans’ assets are diversified in stocks, bonds, real estate
and short-term and other investments.
The plans’ funded status at December 31 was as follows;

Plan assets at market value
Accumulated benefit obligation
Vested
Nonvested
Plan assets in excess of (less than)
accumulated benefit obligation
Projected compensation increases
Plan assets less than projected
benefit obligation
Unamortized transitional net asset
Unrecognized net loss
Unrecognized prior service cost
Net pension asset (liability)

1993
Over
Under
Funded Funded
$757.2 $ 572.4

1992

$1,411.8

546.9
83.5
630.4

631.2
102.7
733.9

1,048.0
145.9
$1,193.9

126.8
147.7

(161.5)
322.2

217.9
379.3

(20.9) (483.7)
(65.4)
(71.1)
84.1
234.8
34.4
76.7
$ 26.5 $(237.6) $

(161.4)
(188.6)
221.5
130.5
2.0

International plan assets at market value, included in the
above table, were $490.5 m illion in 1993, $411.5 m illion in
1992 and $394.6 m illion in 1991. The accumulated benefit
obligation of international plans, included in this table,
was $425.6 m illion in 1993, $356.3 m illion in 1992 and
$291.7 m illion in 1991.
The discount rate used in determ ining the projected
benefit obligation and costs was 7.5% at December 31,
1993 and 9% at December 3 1 ,1992 and 1991. The rate of
future compensation increases used in determ ining the
projected benefit obligation and costs was 5% at Decem
ber 31, 1993 and 6% , at December 3 1 ,1992 and 1991. The
expected long-term rate of return on plan assets was 10%
at December 31, 1993,1992 and 1991.
In the aggregate, average international plan assump
tions do not vary significantly from U.S. rates.
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Change In Actuarial Assumptions
CONSOLIDATED PAPERS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Employee Pension and O ther B enefit Plans
The com pany and its s u b sid ia rie s sponsor non
contributory pension plans covering substantially all
employees. Retirement benefits are provided based on
employees’ years of service and earnings. Normal retire
ment age is 65, with provisions for earlier retirement. The
company’s funding policy is to contribute amounts to the
plans when deductible for income tax purposes. This
policy generally includes am ortization of unfunded prior
service costs over a 10-year period.
The company’s net periodic pension cost includes the
following components:

1992
(In thousands)
1993
1991
Service cost— benefits earned
during the year
$ 8,045 $ 7,753 $ 7,671
21,708
21,022
interest cost on projected benefits
22,702
Actual return on plan assets
(58,568) (24,052) (50,766)
Amortization of net asset
at transition
(2,839)
(2,839)
(2,839)
Amortization of unrecognized
2,180
prior service cost
2,180
2,180
Deferral of net asset gains
27,827
29,942
(2,331)
or (losses)
$ 1,462 $ 2,419 $ 5,095
Net periodic pension cost
The funded status of the company’s pension plans as of
December 3 1 ,1993,1992 and 1991, based on October 31,
1993,1992 and 1991 asset values, is as follows:
(In thousands)
Acturial present value of
benefit obligation:
Vested benefit obligation

1992

1993

1991

$(247,690) $(215,040) $(201,152)

Accumulated benefit obligation $(267,903) $(231,947) $(217,833)
Projected benefit obligation
Plan assets at market value
Plan assets in excess of
projected benefit obligation
Unrecognized net asset
at transition
Unrecognized net gain
Unrecognized prior
service cost
Prepaid (accrued)
pension cost

$(334,030) $(291,700) $(281,887)
347,408
366,450
420,702

$

86,672

74,750

65,521

(28,383)
(80,026)

(31,222)
(69,434)

(34,061)
(56,579)

23,118

25,299

27,479

1,381

$

(607) $

2,360

The actuarial assumptions used for determ ining the pres
ent value of the projected benefit obligation, as measured
on December 3 1 ,1993,1992 and 1991, included a 7.25%
discount rate in 1993, 8.0% in 1992 and 8.0% in 1991, and
assumed an increase in compensation levels based on
historical patterns. The decrease in the discount rate in
1993 resulted in a $20.9 m illion increase in the accumu
lated benefit obligation. The expected long-term rate of
return on the market-related value of plan assets was
8.5% in 1993 and 1992, and 8.0% in 1991. Plan assets are
comprised prim arily of corporate and U.S. Treasury debt
securities and corporate equities, including company
common stock purchased from the estate of a significant
shareholder of 202,000 shares at a cost of $8 m illion
in 1991.
EATON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Pension Plans
The Company has non-contributory defined benefit pen
sion plans covering the m ajority of employees. Plans
covering salaried and certain hourly employees provide
benefits that are generally based on years of service and
final average compensation. Benefits for other hourly
employees are generally based on years of service. Com
pany policy is to fund at least the minimum amount
required by applicable regulations. In the event of a
change in control of the Company, excess pension plan
assets of North American operations may be dedicated to
funding of health and welfare benefits for employees
and retirees.
The components of pension (expense) income are
as follows:

Year ended December 31
Service cost— benefits earned during year
Interest cost on projected benefit obligation
Actual return on assets
Net amortization and deferral

1993 1992 1991
(Millions of dollars)
$(42) $(39) $(39)
(97) (96) (92)
155
216
203
(17) (73) (90)
$ (1) $(5) $ (5)
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Pension Plans

The following table sets forth, by funded status, the asset
(liability) recognized in the consolidated balance sheets
for pension plans:
December 31,
1993
1992
Over- UnderOver- Underfunded funded funded funded
(Millions of dollars)
Accumulated pension
benefit obligation
Vested
Nonvested
Value of future salary
projections
Total projected pension
benefit obligation
Fair value of plan assets
Plan assets in excess of or
(less than) projected
benefit obligation
Unamortized amounts not
yet recognized
Initial net (asset) obligation
Net (gain) loss
Prior service cost
Adjustment to recognized
minimum liability

$ 979
53
1,032

$136
10
146

$ 900
57
957

$ 101
8
109

143

10

147

14

1,175
1,371

156
68

1,104
1,372

123
40

196

(88)

268

(83)

(48)
(116)
27

7
3
12

(63)
(198)
34

8
(2)
11

—
59

(12)
$(78) $

—
41

$

(8)
$ (74)

Measurement of the projected benefit obligation was
based on a discount rate of 7.25% in 1993 and 8.25% in
1992 and 1991. The expected compensation growth rate
was 4.95% in 1993 and 5.95% in 1992 and 1991. The
expected long-term rate of return on assets was 10% in all
three years; actual returns during each of these three
years exceeded the expected 10% rate. Plan assets were
invested in equity and fixed income securities and other
instruments. Underfunded plans are associated prin
cipally with operations outside the United States. The
change in the discount rate to 7.25% at the end of 1993
had the effect of increasing the accumulated pension
benefit obligation by $103 m illion w ith an offsetting
decrease in the unamortized net gain. This change w ill
have an immaterial effect on future expense.

THE SHERWIN-WILLIAMS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands o f dollars unless otherw ise indicated)
Note 5— Pension Benefits
Substantially all employees of the Company participate in
noncontributory defined benefit or defined contribution
pension plans. Defined benefit plans covering salaried
employees provide benefits that are based prim arily on
years of service and employees’ compensation. The
defined benefit plan covering hourly employees generally
provides benefits of stated amounts for each year of
service. M ultiem ployer plans are prim arily defined benefit
plans which provide benefits of stated amounts for union
employees. On December 31, 1993, the hourly defined
benefit pension plan was merged with a frozen participa
tion salaried defined benefit pension plan associated with
previously discontinued operations. Based on the latest
actuarial inform ation available, plan assets of the result
ing merged plan, known as the Employees’ Retirement
Plan, exceeded the projected benefit obligation.
A change in the assumed discount rate at December 31,
1993 increased the projected benefit obligation. The
effect of the change in the assumed discount rate, which
increases the unrecognized net loss shown below, w ill be
amortized over future periods beginning in 1994. The
assumed long-term rate of return on plan assets was also
reduced at December 3 1 ,1993. The effect of this change
w ill reduce the net pension credit in 1994. The Company’s
funding policy for defined benefit pension plans is to fund
at least the minimum annual contribution required by
applicable regulations.
The net pension credit for defined benefit plans and its
components was as follows:

Service cost
Interest cost
Actual return on plan assets
Net amortization and deferral
Net pension credit

1993
1992
1991
$ 2,489 $ 2,620 $ 2,646
8,299
8,167
7,906
(25,731) (16,903) (27,734)
(1,170)
(9,780)
3,962
$(16,113) $(15,896) $(13,220)
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Based on the latest actuarial inform ation available, the fol
lowing table sets forth the funded status and amounts
recognized in the Com pany’s consolidated balance
sheets for the defined benefit pension plans:
1993

1992

1991

Actuarial present value of
benefit obligations:
Vested benefit obligation
$(105,530) $(92,720) $(88,490)
Accumulated benefit
obligation
(107,530) (94,580)
(90,155)
Projected benefit obligation (117,970) (102,480)
(99,635)
Plan assets (consisting
primarily of cash, equity and
fixed income securities) at
fair value;
Salaried employees’ plan(s) 203,333
219,391
209,415
Employees’ Retirement Plan 89,854
55,588
55,022
293,076 274,979
264,437
Plan assets in excess of
(less than) projected
benefit obligation:
Salaried employees’ plan(s) 166,622 181,011
173,310
Employees’ Retirement
Plan
8,484
(8,512)
(8,508)
175,106
172,499
164,802
Unrecognized net asset
at January 1 ,1986, net
of amortization
(15,708)
(18,630)
(21,552)
Unrecognized prior service cost
1,201
885
850
53,984
40,621
32,192
Unrecognized net loss
Adjustment required to
recognize minimum liability
for the Employees’
(13,515)
(11,902)
Retirement Plan
Net pension assets
$214,583 $ 181,860 $ 164,390
Net pension assets recognized
in the consolidated
balance sheets:
$214,583 $ 189,974 $ 172,430
Deferred pension assets
Minimum liability included
in long-term liabilities
(6,489)
(6,169)
Accrued pension liability
included in current
(1,625)
(1,871)
liabilities
$214,583 $ 181,860 $164,390
Net pension assets
Assumptions used in
determining actuarial present
value of benefit obligations:
Discount rate
Weighted-average rate of
increase in future
compensation levels
Long-term rate of return
on plan assets

7.25%

8.50%

8.50%

5.00%

5.00%

5.00%

8.50%

10.00%

10.0
0%

The Company’s annual contribution for its defined contri
bution pension plans, which is based on a level percent
age of compensation for covered employees, offset the
pension credit by $19,809 for 1993, $17,110 for 1992 and
$16,000 for 1991. The cost of m ultiem ployer and foreign
plans charged to income was immaterial for the three
years ended December 3 1 ,1993.

Change In Method Of Determining
Pension Cost
BETZ LABORATORIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3— Employee R etirem ent Plans
The Company has defined benefit plans to provide pen
sion benefits to substantially all of its employees. The
benefits are prim arily based on years of service and the
employee’s final average compensation. The Company’s
funding policy is to contribute an amount annually based
upon actuarial and economic assumptions designed to
achieve adequate funding of projected benefit obliga
tions. Plan assets are principally invested in listed com
mon stocks, bonds and common trust funds.
Effective January 1, 1993, the Company changed its
method of calculating the value of assets of its pension
plan for purposes of determ ining annual pension costs
under Financial Accounting Standard No. 87. This calcu
lated value is the basis for com puting the annual expected
return on plan assets and the net am ortization and defer
ral component of pension costs. This calculated value
recognizes changes in fair value of assets over three
years (previously five years). The new method, which also
changes the manner in which such changes in fair value
are recognized over the three-year period, is preferable
because, in the Company’s situation, it produces a calcu
lated value which more closely approximates fair value,
and is therefore more sensitive to the current economic
environment, while still m itigating the effect of extreme
market value fluctuations.
The cum ulative effect on years prio r to 1993 is
$1,241,000 (net of taxes of $780,000), or $.04 per share,
which is a onetime, noncash increase in net income for
1993. The effect of this change on 1993 results of opera
tions and the pro form a effects on results of operations for
the prior periods presented are not material.
Net periodic pension expense (excluding the cum ula
tive effect of the accounting change) for the Company’s
defined benefit plans consists of the following:

1992
1991
(In thousands)
$ 6,262 $ 5,707 $ 4,597
9,763
7,993
10,907
(11,469) (11,055) (20,735)
3,457
14,044
1,477
$ 7,177 $ 7,872 $ 5,899
1993

Service cost
Interest cost
Return on plan assets
Net amortization and deferral
Net periodic pension expense

Postretirement Benefits

The following table sets forth the actuarial present value of
benefit obligations and funded status at December 31,
1993 and 1992 for the Company’s plans:
December 31,
1993
1992
(In thousands)
Actuarial present value of benefit obligations:
Vested benefits
Nonvested benefits
Accumulated benefit obligation
Effect of projected future salary increases
Projected benefit obligation
Plan assets at fair value
Projected benefit obligation in excess
of plan assets
Unrecognized net loss (gain)
Unrecognized prior service cost
Adjustment required to recognize
minimum liability
Net pension liability included in the
balance sheet

$(113,256) $ (81,979)
(6,900)
(4,919)
(120,156)
(86,898)
(47,628)
(31,535)
(167,784) (118,433)
142,069
116,242
(25,715)
18,953
6,970

(2,191)
(8,617)
7,262

(2,418)

(1.315)

$ (2,210) $ (4,861)
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POSTRETIREMENT HEALTH CARE AND
LIFE INSURANCE BENEFITS
Effective for fiscal years beginning after December 15,
1992, Statem ent o f Financial Accounting Standards No.
106 requires publicly held companies to accrue the cost of
postretirem ent health care and life insurance benefits. Of
the 445 survey companies disclosing that they provide
those benefits to their employees, 393 are now accruing
the cost of such benefits.
Paragraph 74 of SFAS No. 106 specifies the inform ation
that should be disclosed for postretirem ent health care
and life insurance benefits. Required disclosures include
the assumed health care cost trend rate used to calculate
the expected cost of benefits and the assumed actuarial
assumption rates. Many of the survey companies provid
ing postretirem ent benefits disclosed a health care cost
trend rate and a discount rate while only a few disclosed a
rate of compensation increase or expected rate of return.
Table 3-11 shows the health care cost trend rate used
in 1993.
Examples of postretirem ent benefit disclosures follow.
Additional examples of companies adopting SFAS No. 106
are presented on pages 40-43.

Assumptions used to develop the Company’s net periodic
pension expense and the actuarial present value of bene
fit obligations were as follows:

Immediate Recognition Of Transition Liability
Discount rate
Rate of increase in compensation levels
Long-term rate of return on plan assets

December 31,
1993 1992 1991
7.25% 8.75% 8.75%
5.0% 5.0% 5.0%
9.5% 9.5% 9.5%

TABLE 3-11: HEALTH CARE COST TREND RATE
%
9.5 or less...................................................................
1 0 ...........................................................................
10.5 .........................................................................
1 1 ...........................................................................
11.5 .........................................................................
1 2 ....................................................................
12.5 .........................................................................
1 3 ...........................................................................
13.5 .........................................................................
1 4 ...........................................................................
14.5 .........................................................................
1 5 ...........................................................................
15.5 or greater............................................................

1993
72
27
12
38
20
66
11
50
12
36
8
16
13

Companies Disclosing Rate........................................
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ABBOTT LABORATORIES (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars In thousands)
Note 3 (In P art): B enefit Plans
The Company provides certain medical and dental bene
fits to qualifying domestic retirees. Effective January 1,
1991, the Company adopted Statem ent of Financial
Accounting Standards No. 106 “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions.’’ The
Company recorded the transition obligation as the
cum ulative effect of an accounting change.
Net postretirem ent health care cost includes the follow
ing components:

1993
1992
1991
Service cost— benefits earned
during the year
$16,823 $14,681 $ 9,194
Interest cost on accumulated
postretirement benefit obligations 29,266
25,355
18,073
Return on assets
(9,239)
(6,489) (15,453)
Net amortization and deferral
(583)
8,794
2,393
Net postretirement health care cost $39,243 $32,964 $ 20,608
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The plans’ funded status at December 31 was as follows:

Actuarial present value of
benefit obligations—
Retirees
Fully eligible active
participants
Other active participants
Accumulated postretirement
benefit obligations
Plans’ assets at fair value,
principally listed securities
Accumulated postretirement
benefit obligations in excess
of plans’ assets
Unrecognized net loss (gains)
Accrued postretirement health
care cost

1993

1992

1991

$171,231

$115,463

$ 100,381

117,158
162,219

72,659
127,688

58,078
64,759

450,608

315,810

223,218

100,920

91,778

86,018

(349,688)
161,692

(224,032)
58,125

(137,200)
(7,577)

$(187,996) $(165,907) $(144,777)

Assumptions used for the Company’s retiree health care
plans as of December 31 include:

Discount rate for determining obligations
and interest cost
Expected long-term rate of return on assets

1993

1992

1991

%
9%

9%
10%

9%
10%

7¼

A 9 percent annual rate of increase in the per capita cost
of covered health care benefits was assumed for 1994.
This rate is assumed to decrease gradually to 5 percent in
year 2000 and remain at that level thereafter. A onepercentage-point increase in the assumed health care
cost trend rates would increase the accumulated post
retirem ent benefit obligations as of December 3 1 ,1993 by
approximately $76,000 and the total of the service and
interest cost components of net postretirem ent health
care cost for the year then ended by approximately $17,200.
The Company also provides certain other postemploy
ment benefits, prim arily disability plans, to qualifying
dom estic employees, and accrues for the related cost
over the service lives of the employee.
BROWN GROUP, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): R etirem ent and O ther B enefit Plans
In addition to providing pension benefits, the corporation
sponsors unfunded defined benefit postretirem ent health
and life insurance plans that cover both salaried and
hourly employees. The postretirem ent health care plans
are offered only to employees electing early retirem ent on
a shared-cost basis. This coverage ceases when the
employees reaches age 65 and becomes eligible for
Medicare. The retiree contributions are adjusted annually,
and the corporation intends to continue to increase retiree
contributions in the future. The life insurance plans pro
vide coverage ranging from $1,000 to $38,000 for qualify
ing retired employees.

In fiscal 1991, the corporation adopted the provisions of
Statement of Financial Accounting Standards No. 106,
“ Em ployers’ Accounting for Postretirem ent Benefits
Other Than Pensions.’’ In applying this pronouncement,
the corporation im m ediately recognized the Accumulated
Postretirement Benefit Obligation as of the beginning of
fiscal 1991 of $17,320,000 in the first quarter of 1991 as a
change in accounting principle. On an aftertax basis, this
charge was $11,431,000 or $.67 per share.
The following tables set forth the plans’ funded status
reconciled with the amount shown in the corporation’s
Balance Sheet at January 29, 1994 and January 30, 1993:
1992
Life
Life
Health Insurance
Health Insurance
Plans
Plans
Plans
Plans
(In thousands)
1993

Accumulated
postretirement benefit
obligations:
Retirees
$ 4,347
Active participants
3,229
$ 7,576

$4,825 $ 5,176
9,353
499
$5,324 $14,529

$5,215
352
$5,567

Plan assets
$
— $
$
$
Accumulated obligation
in excess of plan
5,567
5,324 14,529
assets
7,576
Unrecognized net
(376)
(310) (1,398)
gain (loss)
3,758
Accrued postretirement
$5,191
$5,014 $13,131
benefit cost
$11,334
Net postretirem ent benefit cost for 1991, 1992 and 1993
included the following components:
Life
Health insurance
Plans
Plans
(In thousands)
1991
Service cost
Interest cost
Net amortization and deferral
Postretirement benefit cost
1992
Service cost
Interest cost
Net amortization and deferral
Postretirement benefit cost
1993
Service cost
Interest cost
Net amortization and deferral
Postretirement benefit cost

$

404
960
—
$1,364

$ 19
402
—
$421

$

447
1,032
(3)
$1,476

$ 18
402
—
$420

$ 534
667
(2,088)
$ (887)

$ 25
387
—
$412

Postretirement Benefits

In the fourth quarter of 1993, the corporation term inated
postretirem ent health coverage for salaried employees
who w ill not become eligible by January 1, 1995. The
effect of this change was the recognition of a pretax gain
of $1.8 m illion.
Actuarial assumptions used were:
1993
1992
1991
(In thousands)
Projected health care cost trend
rate
Ultimate trend rate
Year ultimate trend rate is achieved
Effect of a 1% point increase in the
health care cost trend rate on the
postretirement benefit obligation
Effect of a 1% point increase in
the health care cost trend rate
on the aggregate of service and
interest cost
Discount rate

9%
5%

13%
6%

14%
6%

2001

2000

2000

$309

$1,200

$1,000

84
7.25%

157
7.5%

140
7.5%

The health care cost trend rate assumption has a significant effect on
the amounts reported. Rates listed above represent assumed
increases in per capita cost of covered health care benefits for 1994,
1993 and 1992, respectively. For future years the rate was assumed
to decrease gradually and remain at the ultimate trend rate thereafter.
CONAGRA, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Colum nar am ounts in m illions except per
share am ounts)
1 (In Part): Summary o f S ignificant Accounting Policies

Other Postretirement Benefits
In fiscal 1993, the Company adopted the provisions of
Statement of Financial Accounting Standards No. 106
(SFAS 106), “ Employers’ Accounting for Postretirem ent
Benefits Other Than Pensions.” This statement, which
must be implemented by U.S. companies, requires that
the estimated cost of postretirem ent benefits other than
pensions be accrued over the period earned rather than
expensed as incurred. The Company has elected to
recognize this change in accounting on the immediate
recognition basis.
16 (In Part): Pension and Postretirem ent B enefits
The Company’s postretirem ent plans provide certain
medical and dental benefits to qualifying U.S. employees.
In the fourth quarter of 1993, the Company adopted, effec
tive June 1 , 1992, the provisions of Statement of Financial
Accounting Standards No. 106, “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions.” This
statement requires that costs of postretirem ent benefits,
prim arily health care benefits, be accrued during an
employee’s active working career. Prior to adoption of this
statement, benefits were principally expensed as incurred;
however, the company provided for a portion of the post
retirem ent liability as part of the cost of acquisitions.
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Upon adoption, the Company recorded the discounted
value of expected future benefits attributed to employees’
service rendered prior to 1993 as a cum ulative effect of
accounting change. This one-time, non-cash accounting
change was net of accruals previously established and
resulted in a charge to earnings of $195.4 m illion before
taxes, $121.2 m illion after taxes, or $.52 per share. First
quarter 1993 results and earnings per share have been
retroactively restated to reflect the adoption of this
accounting change. The adoption of this new accounting
standard also had the effect of increasing 1993 postretire
ment benefit expense by $15.5 m illion before taxes, $9.6
m illion after taxes, or $.04 per share. Q uarterly results
have been restated to reflect this $.01 per share, per quar
ter, effect.
Net postretirem ent benefit cost for fiscal 1993 includes
the following components:
Service cost
Interest cost on accumulated postretirement
benefit obligation
Return on plan assets
Net postretirement benefit cost

$ 4.0
30.4
(.9)
$33.5

Benefit costs were generally estimated assuming retiree
health care costs would initially increase at a 14% annual
rate, decreasing gradually to a 6% annual growth rate
after 11 years and remain at a 6% annual growth rate
thereafter. A 1% increase in this annual trend rate would
have increased the accumulated postretirem ent benefit
obligation at May 30, 1993 by $35.9 m illion with a corre
sponding effect on the 1993 postretirement benefit expense
of $3.5 m illion. The discount rate used to estim ate the
accumulated postretirem ent benefit obligation was 8.0%.
Plan assets consist of guaranteed investment contracts;
however, the Company intends to principally fund claim s
as reported.
The accumulated postretirem ent benefit obligation at
February 2 8 , 1993 consisted of the following components:
Retirees and dependents
Fully eligible active plan participants
Other active plan participants
Total accumulated postretirement benefit obligation
Less plan assets at fair value
Accrued postretirement benefit obligation

$339.9

20.8
39.6
400.3
__ 6.4
$393.9
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INTERSTATE BAKERIES CORPORATION (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): Employee B enefit Plans
In addition to providing retirem ent pension benefits, the
Company provides health care benefits for eligible retired
employees. Effective at the beginning of fiscal 1993, the
Company adopted SFAS No. 106, “ Employers’ Accounting
for Postretirem ent Benefits O ther Than Pensions,”
whereby the cost of such postretirem ent benefits is
accrued during the employee’s active service period. The
Company elected to im mediately recognize the accumu
lated postretirement benefit obligation rather than amortize
it over future periods. The cost of providing these benefits
was previously recognized on a pay-as-you-go basis and
amounted to $1,049,000 and $1,056,000 for fiscal 1992 and
1991, respectively.
The cum ulative effect of this accounting change as of
the beginning of fiscal 1993 was to decrease net income
by $14,121,000, net of a deferred income tax benefit of
$8,655,000 or $.67 per share. In addition, the current year
effect of the accounting change was to reduce net income
by approximately $.03 per share.
Under the Company’s plans, all nonunion employees,
with 10 years of service after age 50, are eligible for retiree
health care coverage between ages 60 and 65. Grand
fathered nonunion em ployees and ce rta in union
em ployees who have bargained into the Companysponsored health care plans are generally eligible after
age 55 with 10 years of service, and have only supplemental
benefits after Medicare eligibility is reached. Certain of
the plans require contributions by retirees and/or spouses.
The components of the net postretirem ent benefit
expense for the year ended May 2 9 , 1993 are as follows:

Service cost
Interest cost
Net postretirement benefit expense

(In thousands)
$ 441
1,807
$2,248

The status of the Company’s unfunded postretirem ent
benefit obligation at May 29, 1993 is as follows:
(In thousands)
Retirees
$11,008
Fully eligible active plan participants
6,991
Other active plan participants
5,732
Accumulated postretirement benefit obligation (APBO)
23,731
Less current portion
(1,400)
APBO included in other liabilities
$22,331

In determ ining the APBO, the weighted average discount
rate was assumed to be 8.0%. The assumed health care
cost trend rate was 14.0% for fiscal 1993, declining gradu
ally to 7.0% over the next 8 years and to 5.5% after 25
years. A 1.0% increase in this assumed health care cost
trend rate would increase the service and interest cost
components of the net postretirem ent benefit expense for
fiscal 1993 by approximately $300,000, as well as increase
the May 29, 1993 APBO by approximately $3,300,000.

The Company also participates in a number of muitiemployer plans which provide postretirem ent health care
benefits to substantially all union employees not covered
by Company-administered plans. Amounts reflected as
benefit cost and contributed to such plans, including
am ounts related to health care benefits for active
employees, totaled $40,287,000 in fiscal 1993.
ELI LILLY AND COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per-share data)
Note 9 (In Part): R etirem ent Plan

Retiree Health Benefits
The com pany’s noncontributory defined benefit post
retirem ent plans provide health benefits for the m ajority of
the United States retirees and their eligible dependents.
Certain of the company’s non-U.S. subsidiaries have
sim ilar plans for retirees. E ligibility for these benefits is
based upon retirem ent from the company. Effective
October 1 , 1992, the plan was modified such that the start
date of an eligible employee’s credited service period
begins when the com bination of an employee’s age and
years of service equals 60.
The com pany’s funding practice for all plans is consis
tent with local governmental and tax funding regulations.
Plan assets consist prim arily of equity and fixed income
instruments.
Net postretirem ent benefit expense for the company
included the following components:

Service cost— benefits earned during the year
Interest cost on accumulated postretirement
benefit obligations
Actual return on assets
Net amortization and deferral
Net periodic postretirement benefit cost

1993
$10.7

1992
$ 7.2

21.8
19.8
(4.6)
(11.2)
(10.2) (11.0)
$ 9.1 $13.4

Prior to 1992, the annual expense associated with these
benefits was recognized when incurred. The expense of
these benefits was $13.4 m illion in 1991.
The funded status and amounts recognized in the con
solidated balance sheet for the company’s defined benefit
postretirem ent plans at December 31 were as follows:

Accumulated postretirement benefit obligation:
Retirees
Fully eligible active plan participants
Other active plan participants
Plan assets at fair value
Accumulated postretirement benefit obligation
in excess of plan assets
Unrecognized benefit of plan amendment
Unrecognized net loss
Accrued postretirement benefit cost

1993

1992

$217.8
61.0
75.7
354.5
142.6

$131.5
45.8
56.6
233.9
119.3

114.6
211.9
46.6
37.6
(66.5) (18.9)
$183.0 $142.3
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In connection with the company’s early-retirem ent pro
grams, restructuring charges include curtailm ent and ter
mination costs relating to these plans of $52.4 m illion and
$7.0 m illion, respectively.
The assumptions used to develop the net postretire
ment benefit expense and the present value of benefit
obligations are shown below:
1993

1992

(Percents)

Weighted-average discount rate
Expected long-term rate of return
Health care cost trend rate for participants
Under age 65
Over age 65

7.5
11.0
8.0
6.0

The Company implemented SFAS No. 106 on the
immediate recognition basis effective July 1, 1992, and,
as a result, recognized a one-time pretax charge of
$58,104 ($35,734 or $1.44 per share on a prim ary basis,
after tax). The change in accounting w ill result in an
increase in the annual expense recognized for these post
retirem ent benefits of approximately $2,400.
The accumulated postretirem ent benefit obligation as
of June 30, 1993 and July 1, 1992 consisted of unfunded
obligations related to the following:

8.5
11.0
8.0
6.0

if these trend rates were to be increased by 1 percentage
point each year, the December 31, 1993, accumulated
postretirement benefit obligation would increase by 12
percent and the aggregate of the service and interest cost
components of 1993 annual expense would increase by
20 percent. The reduction in the discount rate at Decem
ber 31, 1993, increased the accumulated postretirement
benefit obligation by approximately $30.0 m illion.

MAGNETEK, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A ll am ounts in the notes to consolidated statem ents
are expressed in thousands, except share and per
share data.)
Note 8 (In Part): Employee B enefit Plans

Postretirement Medical Benefit Plans
The Company provides certain health care benefits for
certain eligible retired employees. Approxim ately 27% of
the currently active (but not retired) employees are eligible
for benefits under these contributory plans under which
the Company’s subsidy varies by the employee group.
However, for employees retiring after December 3 1 ,1991,
the amount of subsidy to be repaid by the Company w ill be
“ capped” at the 1991 plan cost levels and all future trend
increases w ill be borne by the employees. Employees
hired after December 31, 1991 w ill not receive any Com
pany subsidy.
Effective July 1 , 1992, the Company adopted Statement
of Financial Accounting Standards No. 106, “ Employers’
Accounting for Postretirement Benefits Other Than Pen
sions” (SFAS No. 106), changing to the accrual method of
accounting for certain postretirem ent benefits other than
pensions, prim arily health care benefits. SFAS No. 106
requires the expected cost of future benefits to be charged
to expense during the periods in which the employees
render service. Previously, the Company recognized
these costs on a “ pay-as-you-go,” or cash basis.

Retirees
Fully eligible active plan participants
Other active participants

June 30,1993
$48,822
6,228
5,063
$60,113

July 1, 1992
$48,079
5,530
4,495
$58,104

Net periodic postretirem ent benefit cost for the year
ended June 3 0 , 1993 include the following components:
Service cost— benefits earned during period
$ 432
Interest cost on accumulated postretirem ent
benefit obligation__________________________ 4,833
$5,265
The Company’s current policy is to fund the cost of the
postretirem ent health care benefits on a “ pay-as-you-go”
basis as in prior years.
For measurement purposes, a 17% annual rate of
increase (13% and 11% for HMO plans) in the per capita
cost of covered health care claim s was assumed for fiscal
1993 and fiscal 1994, respectively; the rate of increase
was assumed to decrease to 6.5% by 2008 and remain at
that level thereafter. The health care cost trend rate
assumption has a significant effect on the amounts
reported. To illustrate, increasing the assumed health care
cost trend by 1 percentage point in each year would
increase the accumulated postretirem ent benefit obliga
tion by approximately $5,500 and the aggregate of service
and interest cost components of the annual net postretire
ment health care cost by approxim ately $500. The
weighted average discount rate used in determ ining the
accumulated postretirem ent benefit obligation was 8.5%.
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MEREDITH CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following table sets forth the plans’ funded status and
amounts recognized in the Company’s balance sheet at
June 3 0 , 1993 and 1992:
1993
1992
(In thousands)

Note 10 (In Part): Pensio n Plans and Postretirem ent Benefits

Postretirement Benefits
The Company sponsors a defined benefit health care plan
and a defined life insurance plan which provide benefits to
eligible retirees. The health plan is contributory with retiree
contributions adjusted annually. A portion of the Company’s
contribution is a fixed dollar amount based on age and
years of service at retirem ent. The health insurance plan
contains the cost sharing features of coinsurance and/or
deductibles. The life plan is paid for by the Company.
Benefits under both plans are based on eligible status for
retirem ent and length of service. Substantially all of the
Company’s employees may become eligible for these
benefits upon reaching age 55 and having worked for the
Company for at least 10 years.
The Company adopted, effective July 1 , 1991, SFAS No.
106 “ Employers’ Accounting for Postretirement Benefits
Other Than Pensions.’’ Cash payments related to retiree
health and life benefits were $1,185,000 in fiscal 1993 and
$709,000 and $802,000 in 1992 and 1991, respectively. in
fiscal 1993 the Company began funding its postretirem ent
benefits through a 401(h) account. Ail assets held are in
equity securities. Adoption of the rule in fiscal 1992
resulted in a reduction of net income for that year of $7.8
m illion, including a $7.3 m illion after-tax charge for the
accumulated postretirement benefit obligation ($11.8 million)
accrued as of July 1 ,1991 which the Company recognized
upon adoption. Postretirement benefits other than pen
sion and related inform ation for years prior to 1992 have
not been restated.
A summary of the components of net periodic other
postretirem ent benefit costs follows:
Years Ended June 30,
Service cost— benefits earned during the period
interest cost on projected benefit obligation
Actual return on assets
Net amortization and deferral
Total periodic postretirement benefit cost

1993
1992
(in thousands)
$ 538 $ 528
1,199
959
(5)
42
$1,774 $1,487*

* In addition, $286,000 in termination benefit expense related to the spe
cial voluntary early retirement program was charged to 1992 earnings.

Accumulated benefit obligation
Retirees
Active employees
Total
Plan assets at fair value
Projected benefit obligation in excess of
plan assets
Unrecognized net loss
Postretirement benefit liability recognized
in the balance sheet

$ (8,899) $ (9,046)
(7,497)
(5,979)
(16,396) (15,025)
135
—
(16,261)
2,839

(15,025)
2,189

$(13,422) $(12,836)

The weighted-average discount rate used in determ ining
the actuarial present value of other postretirem ent bene
fits was 7.5 percent at June 30, 1993, and 8.0 percent at
June 30, 1992. The weighted average annual assumed
rate of increase in the health care cost trend rate for
employees less than age 65 is 16.0 and 17.0 percent for
June 30, 1993 and 1992, respectively. It is anticipated to
decrease by 1.0 percent annually to 6.5 percent in 2002
and remain at that level. For employees 65 and older,
the assumed rate of increase is 13.0 and 14.0 percent at
June 30, 1993 and 1992, respectively. It is expected to
decrease by 1.0 percent annually to 6.5 percent in 1999
and remain at that level. By increasing the trend rate by
one percentage point each year, the actuarial present
value obligation for retiree health benefits would increase
as of June 3 0 , 1993, and June 3 0 , 1992, by $1,016,000 and
$939,000, respectively. The net periodic postretirem ent
benefit cost would increase by $163,000 and $151,000 for
fiscal 1993 and 1992, respectively. The weighted average
rate of compensation increase used to determined the
accum ulated benefit obligation for life insurance benefits
was 6.0 percent in fiscal 1993 and 6.5 percent in fiscal 1992.
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Delayed Recognition Of Transition Liability
THE COASTAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11 (In Part): B enefit Plans
The Company provides certain health care and life insur
ance benefits for retired employees. Substantially all U.S.
employees are provided these benefits. Effective January
1, 1993, the Company adopted Statement of Financial
Accounting Standards No. 106, “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions” (“ FAS
106” ). FAS 106 requires the Company to accrue the esti
mated cost of retiree benefit payments during the years
the employee provides services. The Company previously
expensed the cost of these benefits, which are principally
health care, as claim s were incurred. FAS 106 allows
recognition of the cum ulative effect of the liability in the
year of the adoption or the am ortization of the obligation
over a period of up to 20 years. The Company has elected
to recognize the initial postretirem ent benefit obligation of
approximately $133.1 m illion over a period of 20 years. The
Company’s cash flows were not affected by implementation
of FAS 106 and the incremental impact on the Company’s
1993 results of operations before income taxes is approxi
mately $13.6 m illion, of which $8.3 m illion is being deferred
by the Com pany’s rate regulated subsidiaries. The
subsidiaries have filed to include such deferred costs in
their rates.
(Millions of dollars)

Accumulated postretirement benefit obligation
as of December 31,1993:
Retirees
Fully eligible plan participants
Other active plan participants
Plan assets at fair value
Accumulated postretirement benefit obligations
in excess of plan assets
Unrecognized net transition obligation
Unrecognized net loss from past experience
different from that assumed
Postretirement benefit obligation included in balance
sheet as of December 31,1993
Net periodic postretirement benefit cost for the
year ended December 31,1993, consisted of the
following components:
Service cost— benefits earned during the period
Interest cost on accumulated postretirement
benefit obligation
Amortization of transition obligation
Deferred regulatory asset
Net periodic postretirement benefit expense

$(105.3)
(18.8)
(25.3)
(149.4)
2.1
(147.3)
126.4
9.3
$ (11.6)

$

1.7

10.6
6.7
(8.3)
$ 10.7

The assumed health care cost trend rate used in measur
ing the accumulated postretirem ent benefit obligation
was 16.0% in 1993, declining gradually to 7.0% by the year
2004. A one percentage point increase in the assumed
health care cost trend rate for each year would increase
the accumulated postretirem ent benefit obligation as of
December 31, 1993, and net postretirem ent health care
cost by approximately 4.7%. The assumed discount rate
used in determ ining the accumulated postretirem ent
benefit obligation was 7.25%.
The Company adopted Statement of Financial Account
ing Standards No. 112, “ Employers’ Accounting for
Postemployment Benefits” (“ FAS 112” ) effective January 1,
1994. This standard covers the accounting for estimated
costs of benefits provided to form er or inactive employees
before their retirement. The effect of the new standard w ill
not have a material effect on the Company’s results of
operations or financial position.
SCOTT PAPER COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
26. Postretirem ent B enefits O ther Than Pensions
Effective December 2 9 , 1991, the Company adopted FAS
106 for its U.S. retiree health care and life insurance bene
fit plans. Under FAS 106, the Company is required to
accrue the estimated cost of these benefits during the par
ticipants’ active service periods up to the dates as of
which they become eligible for full benefits. As perm itted
by FAS 106, the Company elected to am ortize the
accumulated postretirem ent benefit obligation (APBO)
existing at December 2 9 ,1991 on a straight-line basis over
the average remaining service period of active plan
participants, which is approximately 16 years.
Prior to December 29, 1991, the Company recognized
the cost of providing postretirem ent benefits as expense
when paid. The effect of the change in accounting was to
increase postretirement benefit expense by approximately
$32 m illion in 1992. Under the provisions of previous
accounting principles, the postretirem ent benefit cost was
$13.6 m illion for 1991.
Financial Status of Postretirement Benefit Plans:

Dec. 25, Dec. 26,
(Millions)
1993
1992
Accumulated postretirement benefit obligations:
Retirees
$183.1
$159.6
Fully eligible active participants
52.2
49.1
Other active participants
94.2
104.3
Total APBO
329.5
313.0
Unrecognized transition obligation
(224.1)
(263.7)
Unrecognized net actuarial loss
(27.3)
(4.8)
Accrued postretirement benefit cost
$ 78.1 $ 44.5
Assumptions used to value the APBO:
Discount rate
Health care cost trend rate

7.0%
10.9%

8.0%
12.4%
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Net Postretirement Benefit Cost
(Millions)
Benefits earned during the year
Interest cost on benefits earned in prior years
Amortization of items not previously recognized:
Transition obligation
Net actuarial losses
Net postretirement benefit cost

1993
$ 9.3
23.5

1992
$ 8.2
23.2

17.1
.8
$50.7

18.4
—

$49.8

The health care cost trend rate used to value the APBO
is assumed to decrease gradually to an ultim ate rate of
5% in 2007. A one-percentage point increase in the
assumed health care cost trend rates for each future year
would increase the APBO at December 25, 1993 and
December 26, 1992 by approximately 5.2% and 7%,
respectively, and would increase the sum of the benefits
earned and interest cost components of net postretire
ment benefit cost for 1993 and 1992 by approximately
8.5% and 9.2%, respectively.
Substantially all of the Company’s U.S. employees and
certain international employees may become eligible for
these benefits at retirem ent after meeting minimum age
and service requirements. The Company continues to
fund benefits on a pay-as-you-go basis, with some retirees
paying a portion of the costs.
The Company is required to adopt FAS 106 for its inter
national plans no later than 1995. Based upon prelim inary
estimates, the Company does not anticipate that the effects
w ill be material. The cost of providing these benefits,
which was not significant for the years 1993, 1992 and
1991, is currently recognized as expense when paid.

Transition Asset
W.W. GRAINGER, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Employee Benefits

Postretirement Benefits
The Company has a health care benefits plan covering
most of its retired employees and their dependents. A
m ajority of the Company’s employees become eligible for
these benefits when they qualify for retirem ent while
working for the Company. On January 1 , 1993, the Com
pany adopted SFAS No. 106, “ Employers’ Accounting for
Postretirement Benefits Other Than Pensions.’ ’ The state
ment requires the Company to accrue the estimated cost
of providing postretirem ent benefits during the working
careers of those employees who could become eligible for
such benefits when they retire. Because the Company
had previously accrued postretirem ent benefits, the effect
of adoption of SFAS No. 106 was not material.

The amount charged to operating expense for post
retirem ent was $2,600,000, $2,000,000 and $3,000,000 for
the years ended December 31, 1993, 1992, and 1991,
respectively. Components of the 1993 expense were
as follows:

(In thousands of dollars)
Service cost
$1,566
Interest cost
1,553
Actual return onassets
(472)
Amortization of transition asset (22 year amortization)
(143)
Deferred asset gain
96
$2,600

Participation in the plan is voluntary at retirem ent and
requires participants to make contributions, as determined
by the Company, toward the cost of the plan. The account
ing for the health plan anticipates future cost-sharing
changes to retiree contributions that w ill maintain the
current cost-sharing ratio between the Company and the
retirees. A Group Benefit Trust has been established as
the vehicle to process benefit payments. The assets of the
trust are invested in a Standard & Poor’s 500 index fund.
The weighted average long-term rate of return is 6.6%,
which is net of a 34.1% tax rate.
The funding of the trust includes an estimated amount
which is intended to allow the maximum deductible con
tribution under the Internal Revenue Code of 1986, as
amended, and was $211,000, $1,579,000, and $443,000 for
the years ended December 31, 1993, 1992, and 1991,
respectively. A reconciliation of funded status as of
December 3 1 , 1993 is as follows:
(In thousands of dollars)
Accumulated Postretirement Benefit Obligation (APBO):
Retirees and their dependents
$ (4,044)
Fully eligible active plan participants
(879)
Other active plan participants
(17,165)
Total APBO
(22,088)
Plan assets at fair value
5,993
Funded status
(16,095)
Unrecognized transition assets
(2,999)
Unrecognized net loss
823
Accrued postretirement benefits cost
$(18,271)

In determ ining the APBO, the assumed weighted average
discount rate used was 7.3%. The assumed health care
cost trend rate for 1994 through 1998 was 10.0%. Begin
ning in 1999, the assumed health care cost trend rate
declines on a straight-line basis until 2008, when the ulti
mate trend rate of 5.6% w ill be achieved.
If the assumed health care cost trend rate was increased
by one percentage point for each year, the APBO as of
December 31, 1993 would increase by $5,032,000. The
aggregate of the service cost and interest cost compo
nents of the 1993 net periodic postretirem ent benefits
expense would increase by $804,000.
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Amendment Of Plan
ASHLAND O IL, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note J (In Part): Employee B enefit Plans

Other Postretirement Benefit Plans
Ashland sponsors several unfunded defined benefit plans which provide health care and life insurance benefits for most
retired employees. The health care plans are contributory, with retiree contributions adjusted periodically, and contain
other cost-sharing features such as deductibles and coinsurance. The life insurance plans are generally noncontributory.
Ashland’s policy is to fund the costs of postretirem ent plans on a pay-as-you-go basis. During 1992, Ashland adopted
Financial Accounting Standards Board Statement No. 106, “ Employers’ Accounting for Postretirement Benefits Other
Than Pensions” (see Note A).
During 1993, Ashland amended its retiree health care plans to place a cap on the company’s contributions and to adopt
a cost-sharing method based upon a retiree’s years of service. The cap lim its the company’s contribution to average
retiree per capita health care costs for 1992 (net of direct retiree contributions), increasing thereafter by up to 4.5% per
year. If per capita health care costs increase by more than 4.5% per year, the additional costs w ill be paid by retirees
through higher contributions. As a result, the accumulated postretirem ent benefit obligation (APBO) for retiree health care
plans was reduced by $197,295,000 and postretirem ent health care expense decreased to amounts more closely approx
imating pre-1992 pay-as-you-go levels, which amounted to $8,001,000 in 1991.
The following tables detail the status of the plans and the components of postretirem ent benefit expense. The APBO
was determined using a discount rate of 7% at September 3 0 ,1993, and 8% at September 3 0 ,1992. In addition, the APBO
in 1992 assumed a weighted-average annual rate of increase in the per capita cost of covered benefits (i.e., health care
cost trend rate) for the health care plans of 15% for 1992, decreasing gradually to 5.5% by 2021 and remaining at that level
thereafter. Under the amended plan, the assumed annual rate of increase in the per capita cost was 4.5% for 1993.
1993
(In thousands)

Health
Care

1992
Life
Insurance

Accumulated postretirement benefit obligations (APBO)
Retirees................................................................................................. $102,360
$19,757
Fully eligible active plan participants...............................................................
40,860
5,359
Other active plan participants.....................................................................
95,487_______ 5,438
238,707
30,554
Unrecognized net loss.....................................................................................
(51,235)
(2,285)
Unrecognized plan amendment credit................................................................
179,966_____ 8,217
Accrued other postretirementbenefit costs.....................................................
$367,438_____ $36,486
Components of other postretirement benefit expense
Service cost...........................................................................................
$ 6,127
Interest cost................................................................................................
15,811
Other amortization and deferral (principally plan amendment credit)...............
(16,597)
$ 5,341

$

365
2,184
(777)
$ 1,772

Health
Care

Life
Insurance

$152,473
89,005
156,549
398,027
(25,558)

$ 18,659
8,705
9,362
36,726
(1,042)

$372,469

$ 35,684

$15,042
28,425
$ 43,467

$

870
2,770

$ 3,640
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THE DOW CHEM ICAL COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
In m illions, except fo r share am ounts
Note M (In Part)
In addition to providing pension benefits, the Company
provides certain health care and life insurance benefits to
retired employees. As discussed in Note A, the Company
adopted FASB Statement No. 106 effective January 1,
1992. Previously, the Company recognized the cost of
providing these benefits as the benefits were paid. These
pretax costs amounted to $53 in 1991. The Company con
tinues to fund most of the cost of these medical and life
insurance benefits in the year incurred.
The U.S. plan covering the parent company is the largest
plan. It provides m edical and life insurance benefits
including hospital, physicians’ services and major medi
cal expense benefits and life insurance benefits. The plan
provides benefits supplemental to Medicare after retirees
are eligible for these benefits. The cost of these benefits
are shared by the Company and the retiree, with the Com
pany portion increasing as the retiree has increased years
of credited service. The Company has the ability to
change these benefits at any time.
Effective October 1993, the Company amended its
health benefits plan in the U.S. to cap the cost absorbed
by the Company at approximately twice the 1993 cost per
person for employees who retire after December 3 1 ,1993.
The effect of this amendment was to reduce the Decem
ber 3 1 ,1993 accumulated postretirement benefit obligation
by $327. It also reduced the net periodic postretirement
cost by $21 for 1993 and is estimated to reduce this cost
for 1994 by approximately $83.
For measurement purposes, a discount rate of 7.25 per
cent and weighted average medical cost trend rates starting
at 11.66 percent and declining to 5.25 percent over a
12-year period were assumed for 1993. The assumed
long-term rate of return on assets was 9 percent for 1993.
For 1992, the discount rate assumption was 8.25 percent
and the medical cost trend rate assumption was 11.75 per
cent declining to 6.25 percent over a sim ilar period. The
medical cost trend rate assumed has a significant effect
on the amount reported. To illustrate, increasing the
assumed medical cost trend rate by 1 percentage point in
each year would increase the accumulated postretire
ment benefit obligation at December 3 1 ,1993 by $79 and
the net periodic postretirem ent benefit cost for the year
by $25.
All other postretirem ent medical and other benefit plans
used assumptions in determ ining the actuarial present
value of accumulated postretirem ent benefit obligations
that are consistent with (but not identical to) those of the
U.S. parent company plan.

The postretirem ent benefit obligations of all significant
plans were as follows:
Partially Funded Postretirement Plans at December 31,
1992
1993
Accumulated postretirement benefit obligation:
Retirees
$ (792) $ (821)
Fully eligible active plan participants
(279)
(318)
Other active plan participants
(234)
(420)
Total accumulated postretirement
(1,305) (1,559)
benefit obligation
Plan assets at market value, primarily listed
20
stocks and bonds
Unfunded accumulated postretirement
benefit obligation
(1,285) (1.559)
Unrecognized gain from experience favorable
(81)
(45)
to assumptions
Negative prior service costs
(319)
Accrued postretirement benefit cost
$(1,685) $(1,604)
The net periodic benefit cost of all significant plans was
as follows:
Net Periodic Postretirement Cost
Service costs— benefits earned during the period
Interest cost on accumulated postretirement
benefit obligation
Amortization and deferred amounts
Net periodic postretirement cost

1993
$ 35

1992
$ 38

122
(9)
$148

127
$165
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The liability of the U.S. plans at October 31, 1993 and
1992 was as follows:

DRESSER INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note M (In Part): Postretirem ent and
Postemploym ent B enefits

Benefits Other Than Pensions
The Company sponsors a number of plans providing
health and life insurance benefits for retired U.S. bargain
ing and non-bargaining employees meeting eligibility
requirements. Although certain plans are contributory, the
Company has generally absorbed the m ajority of the
costs. The Company funds the benefit plans as claims
and premiums are paid.
The Company adopted Statement of Financial Account
ing Standards No. 106, Em ployers’ Accounting fo r Post
retirem ent Benefits O ther Than Pensions (SFAS 106), for its
U.S. benefit plans as of November 1, 1991. The Company
elected to recognize this change in accounting on the
immediate recognition basis. The cum ulative effect as of
November 1 , 1991, reflected in the Statement of Earnings
for the year ended October 3 1 , 1992 as cum ulative effect
of an accounting change, was as follows:

1992
1993
(In millions)
Actuarial present value of accumulated
postretirement benefit obligation:
Retirees
Fully eligible active plan participants
Other active plan participants
Total accumulated postretirement
benefit obligation
Unamortized gains from plan amendments
Unrecognized net loss
Accrued postretirement benefit liability

Service cost for benefits earned
Interest cost on accumulated postretirement
benefit obligation
Net amortization of unrecognized gain
Net periodic postretirement benefit cost

Decrease in earnings per common share

Actual benefit paid

The effects of postretirem ent benefits for non-U.S.
employees, which supplem ent foreign government plans,
are not significant under SFAS 106.
During fiscal 1993, the Company, Dresser-Rand and
Ingersoll-Dresser Pump Company adopted amendments
to certain postretirem ent medical benefit plans, prim arily
the non-union plans. The major amendments included the
elim ination of benefits for younger employees and the
introduction of lim its on the am ount of future cost
increases which w ill be absorbed by the companies.
These amendments resulted in a curtailm ent gain of $12.8
m illion which was recognized in 1993 and unrecognized
gains of $208.3 m illion which w ill be recognized as a
reduction in benefit expense on a straight line basis over
the periods ranging from 12 years to 18 years.

$411.1
102.7
163.7

677.5
499.7
—
198.5
—
(28.2)
$670.0 $677.5

Accrued compensation and benefits on the Balance Sheet
include the current portion of the benefit liability.
The net periodic postretirem ent benefit expense for the
years ended October 31, 1993 and 1992 included the
following components:

(In millions, except per share amount)
$ 644.0
Accrued postretirement benefit
( 101.0)
Amount applicable to minority interests
543.0
(190.0)
Income tax benefit
Decrease in net earnings
$ 353.0

$ 2.61

$306.6
72.0
121.1

1993 1992
(In millions)
$ 7.6 $11.8
53.0
40.4
—
(9.8)
$38.2* $64.8*
$22.1

$22.7

* Includes $14.3 million in 1993 and $20 million in 1992 for DresserRand Company, which was not consolidated in 1992.
Assumptions used to calculate the Accumulated Post
retirem ent Benefit Obligation were as follows:
Discount rate—
October 31,1993
October 31,1992

7.0%
8.5%

Health care trend rate (weighted based on participant count)—
October 31,1993— 13% for 1993 declining to 5.5% in 2003
and level thereafter.
October 31,1992— 15% for 1992 declining to 6.0% in 2006
and level thereafter.
The above changes in assumptions and changes in cir
cumstances and experience resulted in an unrecognized
net loss of $(28.2) m illion.
A one percentage-point increase in the assumed health
care cost trend rate for each year would increase the
accum ulated postretirem ent benefit obligation as of
October 3 1 ,1993 by approximately $44 m illion and would
increase the net postretirem ent benefit cost for 1993 by
approximately $5 m illion.
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PEPSICO, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular dollars in m illions except per share am ounts)
Note 10— Postretirem ent Benefits O ther Than Pensions
PepsiCo provides postretirem ent health care benefits to
eligible retired employees and their dependents, prin
cipally in the U.S. Retirees who have 10 years of service
and attain age 55 while in service with PepsiCo are eligi
ble to participate in the postretirem ent benefit plans. The
plans in effect through 1993 were largely noncontributory
and not funded.
Effective December 29, 1991, PepsiCo adopted State
ment of Financial Accounting Standards No. 106 (SFAS
106), “ Employers’ Accounting for Postretirement Benefits
Other Than Pensions.” SFAS 106 requires PepsiCo to
accrue the cost of postretirem ent benefits over the years
employees provide services to the date of their full eligibility
for such benefits. Previously, such costs were expensed
as actual claim s were incurred. PepsiCo elected to
im mediately recognize the transition obligation for future
benefits to be paid related to past employee services,
resulting in a noncash charge of $575.3 m illion pretax
($356.7 m illion after-tax or $0.44 per share) that represents
the cum ulative effect of the change in accounting for
years prior to 1992. The expense recognized in 1992
exceeded the amount under the previous accounting
method by $52.1 m illion pretax ($32.3 m illion after-tax or
$0.04 per share). PepsiCo’s cash flows have been
unaffected by this accounting change as PepsiCo con
tinues to largely fund postretirem ent benefit costs as the
claim s are incurred.
Effective in 1993 and 1994, PepsiCo introduced retiree
cost-sharing and implemented programs intended to
stem rising costs. Also, PepsiCo has adopted a provision
which lim its its future obligation to absorb health care cost
inflation. These amendments resulted in an unrecognized
prior service gain of $191 m illion, which is being amortized
on a straight-line basis over the average remaining
employee service period of 10 years as a reduction in
postretirement benefit expense beginning in 1993.
The 1993 inform ation presented below includes
amounts for a small postretirem ent benefit plan in Puerto
Rico. Although not yet measured, obligations related to
other international postretirem ent benefit plans are not
expected to be significant, since these benefits are gener
ally provided through government-sponsored plans.
The postretirem ent benefit expense for 1993 and 1992
included the following components:

Service cost of benefits earned
interest cost on accumulated postretirement
benefit obligation
Amortization of prior service (gain) cost
Amortization of net loss
Postretirement benefit expense

1993
$14.7
40.6
(19.6)
0.5
$36.2

1992
$25.5
50.8
0.1
—
$76.4

The decline in the 1993 expense was prim arily due to the
plan amendments, reflecting reductions in service and
interest costs as well as the am ortization of the unrecog
nized prior service gain. Expense recognized in 1991
under the previous accounting method was $23.9 m illion.
The 1993 and 1992 postretirem ent benefit liability
recorded in the Consolidated Balance Sheet included the
following components:
1993
Actuarial present value of postretirement
benefit obligations:
Retirees
Fully eligible active plan participants
Other active plan participants
Accumulated postretirement
benefit obligation
Unrecognized prior service (gain) cost
Unrecognized net loss
Postretirement benefit liability at year-end

1992

$(313.8) $(251.2)
(107.3) (132.5)
(206.9) (312.1)
(628.0) (695.8)
(171.5)
0.5
148.6
58.0
$(650.9) $(637.3)

The assumed discount rate used to determ ine the accu
mulated postretirem ent benefit obligation at year-end
1993 and related expense for 1994 is 6.8% compared to
8.2% used to determine the obligation at year-end 1992
and related expense for 1993. The decrease reflects the
decline in interest rates. The discount rate represents the
expected yield on a diversified portfolio of high-grade (AA
rated or equivalent) fixed-incom e investments with cash
flow streams approximating payments under the plans.
The lower discount rate increased the accumulated post
retirem ent benefit obligation by $99.6 m illion and is
expected to increase expense in 1994 by $7.6 m illion.
As a result of plan amendments discussed above,
separate assumed health care cost trend rates are used
for current retirees and employees retiring after 1993. The
assumed health care cost trend rate for current retirees
was 12.5% for 1992,11.5% for 1993 and is 10.5% for 1994,
declining gradually to 5.5% in 2005 and thereafter. For
employees retiring after 1993, the trend rate was 9.0% for
1993 and is 8.5% for 1994, declining gradually to 0% in
2005 and thereafter. A one-percentage-point increase in
the assumed health care cost trend rate would have
increased the 1993 postretirem ent benefit expense by
$6.4 m illion and would have increased the 1993 accumu
lated postretirem ent benefit obligation by $82.7 m illion.

Postretirement Benefits
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Curtailment Gain
FIELDCREST CANNON, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Tabular am ounts In thousands except per share
Note 13: Postretirem ent Health Care and
Life Insurance B enefits
The Company adopted FAS 106, “ Employers’ Accounting
for Postretirement Benefits other than Pensions,” effec
tive January 1 , 1993. The cum ulative effect on prior years
of the accounting change was charged to income in 1993
which resulted in a pre-tax charge of $35.1 m illion and
reduced net income by $ 2 1 .8 m illion, or $1 .8 6 per share.
The Company provides m edical insurance premium
assistance and life insurance be n e fits to retired
employees. The medical premium assistance payments
are at a fixed dollar amount based on the retiree’s years of
service. Essentially all of the Company’s employees
become eligible for these benefits when they reach retire
ment age while working for the Company. The Company’s
policy is to fund the plans as benefits are paid.
The table below sets forth the plans’ combined status at
December 31:

Accumulated postretirement benefit ObligationRetirees
Fully eligible active participants
Other active participants
Total
Plan assets
Accumulated postretirement benefit
obligations in excess of plan assets
at December 31
Unrecognized net gain (loss)
Transition obligation recognized January 1,
1993 as a cumulative effect of an
accounting change
Accrued postretirement benefit cost
recognized in the Consolidated Statement
of Financial Position at December 31

1993

1992

$24,224
9,897
6,298
40,419
—

$23,452
10,273
6,477
40,202
—

40,419
(2,163)

40,202
—

(35,123)

$38,256

$ 5,079

The discount rate used in determ ining the accumulated
postretirem ent benefit obligation was 7.25% as of Decem
ber 31,1993 and 8.25% as of December 31,1992. Medical
premium assistance payments are at a fixed dollar
amount based on the retiree’s years of service and, there
fore, the plan is not affected by a health care cost trend
rate assumption.
Net periodic postretirem ent benefit cost for 1993
included the following components:
Service Cost (benefits earned during the period)
interest cost on projected benefit obligation
Net amortization and deferral
Curtailment gain
Net periodic postretirement benefit cost

$ 974
3,033
(93)
(1,850)
$2,064

During 1993 the Company recognized a curtailm ent gain
with the sale of its carpet and rug division.
Prior to 1993, the expense associated with these
benefits was recognized on a cash basis when the
benefits were paid. The payments amounted to $6.2 m il
lion in 1992 and $5.0 m illion in 1991.
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Business Combination

The following table sets forth the plans’ combined status
reconciled with the amount included in the Consolidated
Balance Sheet:

CYPRUS AM AX M INERALS COMPANY (DEC)
At December 31,
1993
1992

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Postretirement Benefits
In December 1992 Cyprus adopted Statement of Financial
Accounting Standards (SFAS) No. 106, “ Employers’
Accounting for Postretirement Benefits Other Than Pen
sions,’’ retroactive to January 1 , 1992 (see Note 12). SFAS
No. 106 requires the expected cost of postretirem ent
benefits other than pensions to be accrued during the
years the employee renders service, rather than the Com
pany’s prior practice of recording the costs as benefits are
paid. The Amax businesses also adopted SFAS No. 106 in
1992, and the liabilities were restated to fair market value
as of the merger date.
Note 12 (In Part): Employee B enefit Plans

Postretirement Benefits Other Than Pensions
In addition to the Company’s defined benefit pension
plans, the Company has plans that provide postretirem ent
medical benefits and life insurance benefits. The medical
plans provide benefits for most employees who reach
normal, or in certain cases, early retirem ent age while
employed by the Company. The postretirem ent medical
plans are contributory, with annual adjustments to retiree
contributions, and contain certain other cost-sharing
features such as deductibles and coinsurance. The Com
pany’s practice is to prefund a portion of the following
year’s projected medical benefit cost in amounts deter
mined at the discretion of management.
During the fourth quarter of 1992, the Company adopted
SFAS No. 106, “ Employers’ Accounting for Postretirement
Benefits Other Than Pensions,’’ retroactive to January 1,
1992. The cum ulative effect of adopting SFAS No. 106 was
the establishment of a $ 1 0 0 .0 m illion pretax accrual for
postretirem ent benefits and a charge to earnings of $75.0
m illion, net of tax. In addition to the cum ulative effect, the
Company’s 1992 postretirem ent health care and life insur
ance expense increased $7.1 m illion before tax as a result
of adopting the new standard.
Net periodic postretirem ent benefit cost consists of the
following components:
1993

1992

(In thousands)
Service Cost
Interest Cost
Net Periodic Postretirement Benefit Cost

$ 3,930
9,689
$13,619

$ 3,454
8,279
$11,733

(In thousands)
Accumulated Postretirement
Benefit Obligation:
Retirees
Fully Eligible Active Plan Participants
Other Active Plan Participants
Total Accumulated Postretirement
Benefit Obligation
Plan Assets at Fair Value
Accumulated Postretirement Benefit
Obligation in Excess of Plan Assets
Accumulated Postretirement
Benefit Obligation
Unrecognized Prior Service Cost
Unrecognized Net Loss
Unrecognized Transition Obligation
Accrued Postretirement Benefit Cost

$281,488
40,393
68,040

$ 72,489
10,276
24,340

389,921

107,105

—

$ 389,921

—

$ 107,105

$(389,921) $(107,105)
—
(15,844)
—
2,197
—
—
$(403,568) $(107,105)

The accumulated postretirem ent benefit obligation at
December 3 1 ,1993 and 1992, consisted of a current liabil
ity of $22.2 m illion and $5.6 m illion included in Accrued
Payroll and Benefits, respectively, and a long-term liability
of $381.4 m illion and $101.5 m illion included in Deferred
Employee and Retiree Benefits, respectively.
The weighted average annual rate of increase in the per
capita cost of covered benefits (i.e., health care cost trend
rate) for the medical plan is 12 percent for 1994 and is
assumed to decrease gradually (one-half percent per
year) to six percent by the year 2007 and remain at that
level thereafter. Increasing the assumed health care cost
trend rate by one percentage point in each year would
increase the accumulated postretirem ent benefit obliga
tion for the medical plans as of December 31, 1993, by
$39.5 m illion and the aggregate of the service cost and
interest cost components of net periodic postretirem ent
benefit cost for 1993 by $2.0 m illion.
The weighted average discount rate used in determ in
ing the accumulated postretirem ent benefit obligation as
of December 31, 1993 and 1992, was 7.5 percent and 8.5
percent, respectively.
The merger with Amax during 1993 resulted in a $274.5
m illion increase in the postretirem ent accumulated bene
fit obligation while the decrease in the discount rate
caused a $14.6 m illion increase.

Postretirement Benefits

In addition, health care and life insurance benefits of
certain retirees are covered by m ulti-em ployer benefit
trusts established by the United Mine Workers of America
and the Bitum inous Coal Operators Association, Inc. Cur
rent and projected operating deficits of these trusts led to
the passage of the Coal Industry Retiree Health Benefit
Act of 1992 (the “ Act” ). The Act established a new m ultiemployer benefit trust called the United Mine Workers of
Am erica Combined Benefit Fund (the “ Fund” ) that w ill
provide health and life insurance b e n e fits to a il
beneficiaries of the earlier trusts who were receiving
benefits as of July 20, 1992. The Act provides for the
assignment of beneficiaries to form er employers and the
allocation of any unassigned beneficiaries to enterprises
using a form ula included in the legislation. The Company
has chosen to account for its obligation under the Act on
a pay-as-you-go basis in accordance w ith current
accounting guidance. Contributions to the Fund totaled
$2.1 million and $3.9 million in 1993 and 1992, respectively.

Future Adoption Of SFAS No. 106
FEDERAL SCREW WORKS (JUN)
NOTES TO FINANCIAL STATEMENTS
Note 6 (In Part): Employee B enefits
In addition to providing pension benefits, the Company
provides certain health care and life insurance benefits for
retired employees. Substantially all of the Company’s
employees may become eligible for those benefits if they
reach normal retirem ent age while working for the Com
pany. The benefits are provided through certain insurance
companies. The Company presently recognizes the cost
of providing those benefits by expensing the annual insur
ance premiums, which approximated $840,000 in fiscal
1993, $754,000 in fiscal 1992 and $621,000 in fiscal 1991.
The Company will adopt Financial Accounting Standards
Board Statement No. 106, “ Employers’ Accounting For
Postretirement Benefits Other Than Pensions” in the first
quarter of fiscal 1994. The Statement requires accrual,
during the years employees provide service, of the
expected cost of providing these benefits to employees.
The Company w ill amortize the present value of future
benefits related to employee service prior to July 1 , 1993
($17,967,000) over a period of 20 years. Although the Com
pany’s cash flows w ill not be affected, the adoption of the
new rules is expected to increase the charge to operations
fo r postretirem en t b e n e fit costs by approxim ately
$1,838,000 in fiscal 1994.
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HARNISCHFEGER INDUSTRIES, INC. (OCT)
NOTES TO FINANCIAL STATEMENTS
(D ollar am ounts in thousands unless indicated)
Note 10 (In Part): Pensions and O ther Employee Benefits
The Company generally provides certain health care and
life insurance benefits for U.S. retired employees. These
costs are expensed as incurred and were $9,257 in 1993,
$7,923 in 1992 and $8,281 in 1991.
FAS Statement No. 106 (“ Employers’ Accounting for
Postretirement Benefits Other Than Pensions” ) must be
adopted by the Company no later than the first quarter of
fiscal 1994. Under the standard, the Company must
accrue for any future benefits granted to retirees. This
differs substantially from the Company’s current policy of
recording the costs of such benefits when paid. Studies
conducted in fiscal 1992 and 1993 indicated that the Com
pany’s actuarial liability to current active and retired
employees would have exceeded $245,000 if the Company
had continued to provide benefits at historic levels.
Following extensive review and discussion of alternatives,
the Board of Directors approved a plan culm inating in the
elim ination of all Company contributions toward postretirem ent benefits. C om m unications to im pacted
employees and retirees were initiated in October 1993.
Increases in costs w ill be capped in 1994 through 1998,
and Company contributions w ill be elim inated on January
1, 1999 for most employee groups. For those groups not
covered under these changes, negotiations w ill be
conducted in the next few years to conform all plans
wherever possible.
The FAS No. 106 actuarial liability under the plans now
in effect is expected to approximate $115,000 ($74,000
after-tax). The Impact of a 1% increase in the medical cost
trend rate could increase the liability for groups not
covered by these changes by $5,000 ($3,200 after-tax).
Future annual expense for the Company’s retiree health
care programs is not expected to m aterially exceed the
1993 expense of $9,300. The standard w ill be adopted in
the Company’s first quarter of fiscal 1994 through immedi
ate recognition of the obligation. Implementation of the
standard w ill have no im pact on the Company’s cash out
lays for these retiree benefits.
The FASB also has issued FAS No. 112 (“ Employers’
Accounting for Postemployment Benefits” ). The Com
pany has not yet completed its analysis of the effect of
implementing the standard. It is expected that the impact
on the Company’s results of operations and financial posi
tion w ill not be material.
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POSTEMPLOYMENT BENEFITS
Effective for fiscal years beginning after December 15,
1993, Statem ent o f Financial Accounting Standards No.
112 requires that companies providing postemployment
benefits to their employees accrue the cost of such
benefits. 107 survey companies (21 began during 1992
and 8 6 began during 1993) accrue postemployment bene
fit costs.
Examples of disclosures for postemployment benefit
costs follow.
ALLIED SIG N AL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies
P ostem ploym ent b e n e fits fo r fo rm e r or in a c tiv e
employees, excluding retirem ent benefits, are accounted
for under the provisions of Financial Accounting Stan
dards Board (FASB) Statement No. 112— “ Employers’
Accounting for Postemployment Benefits” (FASB No.
112), effective January 1 , 1993. FASB No. 112 requires the
Company to accrue the cost of certain benefits, including
severance, workers’ com pensation, and health care
coverage, over an employee’s service life. A one-time
charge for the adoption of FASB No. 112 of $396 m illion
(after-tax $245 m illion, or $0.86 a share) was recognized
as the cum ulative effect of a change in accounting princi
ple in 1993. The 1993 ongoing expense was $18 m illion
(after-tax $11 m illion, or $0.04 a share). The Company
uses the services of an enrolled actuary to calculate the
expense. The Company previously expensed the cost of
such benefits on a pay-as-you-go basis or recognized the
im pact at the tim e of a specific event.

ARMSTRONG WORLD INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Postretirem ent B enefits O ther Than Pensions and
Postem ploym ent B enefits (In Part)
The company provides certain postemployment benefits
to eligible parent company and subsidiary employees.
These benefits are provided to form er or inactive
employees and their dependents during the tim e period
following employment but before retirem ent.
Prior to 1992, postemployment benefit expenses were
recognized on a pay-as-you-go basis. In 1992, the company
adopted SFAS 112, which recognizes the estimated future
cost of providing postemployment benefits on an accrual
basis over the active service life of the employee. Arm
strong elected to im m ediately recognize the cum ulative
effect of the change in accounting for postemployment
benefits of $53.3 m illion ($32.4 m illion after tax), which
represented the unfunded accumulated postemployment
benefit obligation (APBO) as of January 1 , 1992. A refine
ment of the com putation in 1993 resulted in restatments of
the 1992 financial statements. The effect of the restatements
was to reduce the previously reported loss from continuing
businesses by $1.7 m illion or 5 cents per share and to
reduce the previously reported net loss by $6.5 m illion or
18 cents per share. Total postemployment benefit expense
was $4.6 m illion in 1993 and $6.3 m illion in 1992.

AVERY DENNISON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Postemploym ent Benefits
The Company provides postemployment benefits to cer
tain former and inactive employees. The Company adopted
SFAS No. 112, “ Employers’ Accounting for Postemploy
ment Benefits” as of the beginning of fiscal 1993. The
accounting standard requires the accrual of the cost of
postemployment benefits over the employees’ years of
service rather than accounting for such costs on a cash
basis. A one-tim e cum ulative adjustm ent of $1.5 m illion
($ 1 m illion, net of tax) was recognized as of the beginning
of fiscal 1993. The incremental costs of adopting this
statem ent are insignificant on an ongoing basis.
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JOHNSON CONTROLS, INC. (SEP)
NOTES TO CONSOLIDATE D FIN AN CIAL S TATEM ENTS

Note 8— Postemploym ent B enefits
Effective October 1 , 1992, the Company adopted State
ment of Financial Accounting Standards (SFAS) No. 112,
“ Employers’ Accounting for Postemployment Benefits.”
SFAS No. 112 prescribes accrual accounting for employers
who provide certain benefits to form er or inactive
employees after employment but before retirem ent. Previ
ously, these costs were charged to expense as claim s
were paid. Adoption of this standard resuited in a one tim e
transition charge of $42.3 m illion before taxes ($26 m illion
or $.64 per share on a prim ary basis and $.60 per share
fu lly diluted, after taxes). In accordance with the require
ments of SFAS No. 1 1 2 , the transition obligation was
charged to 1993 income as the cum ulative effect of an
accounting change. The impact on operating income
from the adoption of this accounting standard was not
significant. Quarterly results for 1993 have been restated
for the effect of this accounting change. Financial
statements presented for years prior to 1993 have not
been restated.

YORK INTERNATIONAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 15 (In Part): Postretirem ent B enefit Plans and
Postem ploym ent Benefits

Postemployment Benefits
The Company has certain postem ploym ent benefits
provided to form er or inactive employees who are not
retirees. These benefits include salary continuance,
severance and disability health care. In the fourth quarter
of 1993, the Company adopted the provisions of SFAS No.
112, “ E m ployers’ A ccounting fo r Postem ploym ent
Benefits,” retroactive to January 1 , 1993. SFAS 112 requires
that each benefit offered by the em ployer must be
accrued over the employee’s service period or as an
expense at the date of the event triggering the benefit.
The Company recorded the discounted value of expected
future benefits attributed to these benefits as a cum ulative
effect of an accounting change. The cum ulative effect of
this change was a charge to 1993 net earnings of $18.4
m illion, after income taxes, or $0.49 per share. At Decem
ber 31, 1993, accrued expenses reflects $18.4 m illion
and other long-term liabilities reflects $ 1 2 .2 m illion of
postemployment benefits.

W ESTINGHOUSE ELECTRIC CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 4 (In Part): Postretirem ent B enefits O ther Than
Pensions and Postem ploym ent B enefits
The C orporation provides certain postem ploym ent
benefits to form er or inactive employees and their depen
dents during the tim e period following employment but
before retirem ent. In December 1993, the Corporation
adopted, retroactive to January 1, 1993, SFAS No. 112,
“ Empioyers’ Accounting for Postemployment Benefits.”
Prior to 1993, postemployment benefit expenses were
recognized prim arily as they were paid. The Corporation's
charge for postemployment benefits at January 1, 1993
was $56 m illion, net of $30 m illion of deferred taxes, and
was immediately recognized as the cum ulative effect of a
change in accounting for postemployment benefits. The
effect of this change on 1993 operating resuits was an
increase in pre-tax postemployment benefit expense of $5
m illion.
At December 31, 1993, the Corporation’s liability for
postemployment benefits totalled $91 m illion and is
included in other noncurrent liabilities.

COMPENSATORY PLANS
In addition to pension plans and “ traditional” stock option
and stock purchase plans, many companies disclose the
existence of compensatory plans of the nature indicated
in Table 3-12. APB O pinion No. 25 is the authoritative
pronouncement on accounting for employee compensa
tory plans. Examples of disclosures for such plans follow.

TABLE 3-12: COMPENSATORY PLANS

Stock award.............................
Savings/investment ...................
Employee stock ownership..........
Profit-sharing............................
Incentive compensation..............
Deferred compensation..............

Number of Companies
1993 1992 1991 1990
245
246
236 235
208
202
203 181
158
147
158 145
111
94
86
80
73
85
84
85
43
38
33
30
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Stock Award Plans

BADGER METER, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AM ETEK, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Stockholders’ Equity
The Company provides, among other things, for restricted
stock awards of common stock to eligible employees and
nonemployee directors of the Company at such cost to the
recipient as the Stock Incentive Plan Committee of the
Board of Directors may determine. These shares are
issued subject to certain conditions, and transfer and
other restrictions as prescribed by the Plan. In 1993 and
1991, respectively, the Company awarded 20,000 shares
and 1 0 0 ,0 0 0 shares of restricted common stock to certain
directors under the Plan. No restricted stock was awarded
during 1992. Also, in 1991, a total of 68,272 shares of
restricted common stock was awarded to certain execu
tives of the Company in accordance with a supplemental
pension benefit arrangement. Upon issuance of restricted
stock, unearned compensation, equivalent to the excess
of the market value of the shares awarded over the price
paid by the recipient at the date of the grant, is charged to
stockholders’ equity and is amortized to expense over the
periods until the restrictions lapse. Am ortization charged
to expense in 1993,1992, and 1991 was not significant.

ANALOGIC CORPORATION (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): S tock Option and Stock Bonus Plans
Under the Company’s key employee stock bonus plan,
common stock may be granted to key employees under
term s and conditions as determined by the Board of
Directors. Participants under the stock bonus plan may
not dispose or otherwise transfer stock granted for three
years from date of grant. Upon issuance of stock under
the plan, unearned com pensation equivalent to the
market value at the date of grant is charged to stock
holders’ equity and subsequently amortized over the
periods during which the restrictions lapse (up to six
years). Am ortization of $388,000, $188,000 and $300,000
was recorded in fiscal 1993,1992 and 1991, respectively.

Note 5 (In Part): R estricted S tock and S tock O ption Plans
The com pany’s Restricted Stock Plan (The Plan) provides
for the award of up to an aggregate of 1 0 0 ,0 0 0 shares of
the company’s Common Stock to certain officers and key
employees (100,000 shares issued at December 31,1993).
The Plan includes a provision perm itting the company to
reimburse a participant for the personal income tax liabil
ity resulting from the award. The company provides for
any liability ratably throughout the restricted period. Plan
participants are entitled to cash dividends and to vote
their respective shares. Restrictions generally lim it the
sale or transfer of the shares during a restricted period,
not exceeding eight years. The value of such stock is
established by the market price on the date of grant. Res
trictions on 300 shares expired during 1993.
Unearned compensation is charged for the market
value of the restricted shares as these shares are issued
in accordance with The Plan. The unearned compensa
tion is amortized ratably over the restricted period. The
unamortized unearned compensation value is shown as a
reduction of shareholders’ equity in the accompanying
consolidated balance sheets.
During 1993, 1992 and 1991, $149,000, $169,000 and
$223,000 was charged to compensation expense relating
to this plan. The charge to operations for the personal
income tax liability has been $29,000, $23,000 and
$63,000 for 1993, 1992 and 1991, respectively.

THE BFGOODRICH COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except p er share am ounts)
Note N (In Part): S tock Option and S tock Incentive Plans

Performance Share Plan
In 1991, the shareholders adopted the Performance Share
Plan (PSP), a stock-based incentive program. The PSP
provides that up to 250,000 shares of Common Stock may
be awarded as performance shares to certain key execu
tives having a critical impact on the long-term performance
of the Company. The Compensation Committee of the
Board of Directors awarded 220,475 shares in 1992 and
25,950 shares in 1991, and established performance
objectives that are based on attainm ent of an average
return on equity over the initial plan cycle of three years.
During 1993 and 1992, 58,358 and 6,800 performance
shares, respectively, were forfeited. The participants have
all the rights of stockholders, including the right to receive
dividends, except for certain restrictions and conditions
regarding transferability of shares and term ination of
employment. Attainm ent of between 75 percent and 125
percent of the predetermined objective w ill entitle the
participants to receive the shares of Common Stock free
of further restrictions equal to 50 percent to 150 percent of
the initial number of performance shares awarded. Failure
to meet at least 75 percent of the predetermined objective
w ill result in all performance shares being forfeited to
the Company.

351

Compensatory Plans

The market value of shares awarded under the plan is
recorded as unearned restricted stock. The unearned
amount is charged to compensation expense based upon
the extent performance objectives are expected to be met.
In 1993 and 1992, $1.4 and $2.6, respectively, were charged
to expense for restricted performance shares. There was
no charge or credit to income for restricted performance
shares in 1991.
HERCULES INCORPORATED (DEC)
NOTES TO FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share)
10 (In Part): Stock-Based Incentive Plans
The incentive compensation plans provide for the grant of
stock options and the award of common stock and other
market-based units to certain key employees and nonem
ployee directors.
Shares of common stock awarded under these plans
normally are either restricted stock (shares subject to
restrictions on transfer and subject to risk of forfeiture
until earned by continued employment) or performance
shares (shares subject to the same restrictions and risk
of forfeiture, whose ultim ate distribution is contingent
on performance as measured against predetermined
objectives over a specified period of tim e). During the
restriction period, award holders have the rights of stock
holders, including the right to vote and receive cash
dividends, except for the right to transfer ownership.
Shares are forfeited and revert to the company as a result
of employment term ination, except in the case of death,
disability, retirement, or other specified events. The number
of awarded shares outstanding was 954,447,473,365, and
418,285 at December 31, 1993, 1992 and 1991, respec
tively. The cost of stock awards and other market-based
units, which is charged to income over the period during
which the restrictions lapse or over the performance
period, amounted to $36,606, $12,304, and $6,730 during
1993,1992 and 1991, respectively. At December 3 1 ,1993,
there were 1,171,994 shares of common stock available for
award under the plans.

KMART CORPORATION (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except per-share data)
Perform ance R estricted S tock Plan
Under the Performance Restricted Stock Plan, the Com
pensation and Incentives Committee may grant awards
for up to 4,000,000 shares of common stock to officers and
other key employees of Kmart Corporation and its subsidi
aries through March 2 1 ,1998. The shares are issued only
if specified performance goals are achieved. The shares
are issued as restricted stock and are held in the custody
of Kmart Corporation for a period up to three years. If

conditions or terms under which an award is granted are
not satisfied, the shares are forfeited. At January 2 6 ,1994,
outstanding awards and shares available for grant totaled
839,602 and 2,891,298 respectively. Kmart Corporation
recorded $3, $4 and $3 of compensation expense related
to the Performance Restricted Stock Plan in 1993, 1992
and 1991, respectively.
THE LOUISIANA LAND AND EXPLORATION
COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): C apital Stock, O ptions and R ights
In May 1988, the 1988 Long-Term Stock Incentive Plan
(“ 1988 Plan’ ’) was approved by the shareholders to
replace the 1982 Stock Option Plan (“ 1982 Plan’’). Under
the 1988 Plan, as amended, the Company may grant to
officers and key employees stock options, stock apprecia
tion rights, perform ance shares, perform ance units,
restricted stock or restricted stock units for up to 2 .8 million
shares (plus the 22,274 shares not awarded under the
1982 Plan) of the Company’s capital stock. As prescribed
by both Plans, stock options are exercisable at the market
price on the date of the grant, generally over a two-year
period at the rate of 50% each year commencing on the
first anniversary of the date of grant; all options expire ten
years from the date of grant. In 1993 and 1992, options for
277,700 shares and 600,400 shares were granted, respec
tively. The restricted stock and perform ance shares
awarded under the 1988 Plan entitle the grantee to the
rights of a shareholder, including the right to receive
dividends and to vote such shares, but the shares are
restricted as to sale, transfer or encumbrance. Restricted
stock is issued to the grantee over varying periods after a
one-year waiting period has expired. In 1993, awards were
granted for 34,250 shares of restricted stock. In 1992, no
awards were granted. The perform ance cycle consists of
a three-year period, beginning with the year of grant, at
the end of which certain performance goals must be
attained by the Company for the unrestricted performance
shares to be issued to the grantee. Awards granted in 1993
and 1992 for performance shares amounted to 18,900
shares and 26,600 shares, respectively. Performance
shares issued in 1993 and 1992 amounted to 15,257
shares and 19,000 shares, respectively. Restricted stock
and performance share awards are “ com pensatory’’
aw ards and the C om pany accrued com pensation
expense of $.7 m illion, $1 m illion and $ .8 m illion in 1993,
1992 and 1991, respectively.
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MEDTRONIC, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands o f dollars, except per share data)
Note 8 (In Part): S tock Purchase, Option, and Award Plans

Stock Award Plan
The restricted stock and performance share award plan
provides for issuance of common stock to company
officers and key employees. Awards are dependent upon
continued employment and, in the case of performance
shares, achievement of certain performance objectives.
In 1993, 69,049 restricted shares were issued and 62,661
performance shares were awarded. At April 3 0 , 1993, total
restricted shares outstanding were 420,333 and total per
form ance share grants outstanding were 85,717. The
actual number of performance shares awarded may vary
from the number of shares granted depending on the
degree to which the performance objectives are met. The
cost of the restricted stock is generally expensed over five
years from the date of issuance ($3,763 in 1993, $2,487 in
1992, and $2,088 in 1991). The estimated cost of the per
form ance shares is expensed over three years from the
date of grant ($3,387 in 1993, $4,999 in 1992, and $6,200 in
1991). There were 108,262 shares available for future
grants under this plan at April 3 0 , 1993.
THE STANDARD PRODUCTS COMPANY (JUN)
NOTES TO FINANCIAL STATEMENTS
10 (In Part): Common Shares
In October 1991, shareholders approved The Standard
Products Company 1991 Restricted Stock Plan, reserving
375,000 common shares for restricted stock awards.
Shares awarded are earned ratably over the term of the
restricted stock agreement, based upon achieving speci
fied perform ance goals. Generally, transferability of
shares earned is restricted for a specified number of years
following the year in which they were earned. Until the
restrictions lapse, the recipient is entitled to all of the
rights of a shareholder, including the right to vote the
shares, but the shares are restricted as to transferability
and subject to forfeiture to the Company during the
restriction period. In 1992,187,500 shares were awarded.
Of those shares, 25,000 were earned in 1993 and in 1992.
In 1993, $866,000 was charged to operations as compen
sation expense based upon the market value of the
earned shares. The sim ilar charge to operations in 1992
was $665,000. At year-end, 187,500 shares remain available
for future awards.

Savings/Investment Plans
CROWN CORK & SEAL COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In m illions, except per share, employee, shareholder
and sta tistica l data)
N (In P art): Pensions and O ther R etirem ent Benefits

Employee Savings Plan
The Company, commencing in 1991, sponsors a Savings
Investment Plan which covers ail dom estic salaried
employees who are 21 years of age with one or more years
of service. The Company matches with equivalent value of
Company stock, up to 1.5% of a participant’s compensa
tion. The Company’s 1993, 1992 and 1991 contributions
were approximately $.9, $.9 and $.6 , respectively.
JOHNSON & JOHNSON (DEC)
NOTES TO FINANCIAL STATEMENTS
14. Savings Plan
The Company has a voluntary 401(k) savings plan
designed to enhance the existing retirem ent program
covering eligible dom estic employees. The Company
matches 75% of each employee’s contributions, up to a
maximum of 6 % of base salary.
One-third of the Company match is paid in Company
stock under an employee stock ownership plan (ESOP). In
1990, to establish the ESOP, the Company loaned $100
m illion to the ESOP Trust to purchase shares of Company
stock on the open market. In exchange, the Company
received a note, the balance of which is recorded as a
reduction of stockholders’ equity.
Company contributions to the savings plan were $42
m illion in 1993, $40 m illion in 1992 and $34 m illion in 1991.

LORAL CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Pensions and O ther Employee B enefits

Employee Savings Plans
Under its various employee savings plans, the Company
matches the contributions of participating employees up
to a designated level. The extent of the match, vesting
terms and the form of the matching contribution vary
among the plans. Under these plans, the matching contri
butions, in cash, Loral common stock or both, for 1993,
1992 and 1991 were $18,625,000, $19,179,000, and
$12,071,000, respectively.
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Compensatory Plans

LOW E'S COMPANIES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Employee Retirem ent Plans
The Board of Directors determines contributions to the
Company’s Employee Savings and Investment Plan
(ESIP) each year based upon a matching form ula applied
to employee contributions. Ail employees are eligible to
participate in the ESIP on the first day of the month follow
ing completion of one year of employment. Company
contributions to this plan for Fiscal 1993, 1992 and 1991
were $3.9, $3.4 and $2.9 m illion, respectively. The Com
pany’s common stock is an investm ent option for
participants in the ESIP. As of January 3 1 ,1994, the ESIP
held approximately .7% of the outstanding common stock
of the Company. Shares held in the ESIP are voted by the
trustee as directed by an adm inistrative com m ittee of
the ESIP.

The company contributions are equal to the amount
required by the Plan to pay the principal and interest due
under the Plan loan, plus that required to purchase any
additional shares allocated to participant accounts, less
the sum of participant contributions and dividends
received by the Plan. In each of the years 1993,1992 and
1991, the GSP used $1,277 of company dividends for debt
service. The company expenses all cash contributions
made to the GSP. Compensation expense related to the
GSP was $2,452, $1,682 and $1,808 in 1993, 1992 and
1991, respectively. In addition to the company shares held
in trust, the GSP also purchases the company’s common
stock on the open market to meet its requirements. As of
December 3 1 ,1993, the GSP held 1,144,790 shares of the
company’s common stock.
For financial statement purposes, the company reflects
its guarantee of the GSP’s debt as a liability with a like
amount reflected as a reduction of stockholders’ equity.
DONALDSON COMPANY, INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Employee Stock Ownership Plans
Note F (In P art): Employee B enefit Plans

BARNES GROUP INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(A ll d ollar am ounts included in the notes are stated
in thousands)
10 (In Part): Stock Plans
All U.S. salaried and nonunion hourly employees are eligi
ble to participate in the company’s Guaranteed Stock
Plan (GSP). The GSP provides for the investment of all
employer and employee contributions in the company’s
common stock. The company guarantees a minimum rate
of return on certain GSP assets.
The GSP, as amended, is a leveraged Employee Stock
Ownership Plan. In 1989, the GSP purchased 579,310
shares of the company’s common stock at a cost of
$ 2 1 ,0 0 0 using the proceeds of a loan guaranteed by the
company. These shares are held in trust and are issued to
employees’ accounts in the GSP as the loan is repaid.
Principal and interest on the GSP loan are being paid in
quarterly installm ents through 1999. The loan bears
interest based on LIBOR. At December 31, 1993, the
interest rate was 4.0%. Interest of $592, $773 and $1,347
was incurred in 1993,1992 and 1991, respectively.
Contributions and certain dividends received are used
in part by the GSP to service its debt. Contributions
include both employee contributions up to a maximum of
1 0 % of eligible pay and matching company contributions.

Employee Stock Ownership Plan
In 1987, the Company established an Employee Stock
Ownership Plan (ESOP) for eligible U.S. employees. The
ESOP borrowed $21 m illion from the Company to pur
chase newly issued shares of Common Stock. The loan
obligation of the ESOP is considered unearned employee
benefit expense and, as such, recorded as a reduction
of the Company’s shareholders’ equity. Both the loan
obligation and the unearned benefit expense are reduced
by the amount of any loan repayments made by the
ESOP. The ESOP c o n trib u tio n expense to ta le d
$1,745,000, $1,590,000 and $1,525,000 in 1993, 1992 and
1991, respectively.
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BECTON, DICKINSON AND COMPANY (SEP)

EKCO GROUP, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands o f dollars, except p er share am ounts)
Note 2— Employee S tock Ownership Plan
(ESOP)/Savings Plan
The Company sponsors a voluntary defined contribution
plan (savings plan) covering most dom estic employees. In
January 1990, the Company implemented an ESOP as
part of the savings plan. The ESOP operates to satisfy all
or part of the Company’s obligation to match 50% of
employees’ contributions, up to a maximum of 3% of each
participant’s salary. To accomplish this, the ESOP borrowed
$60,000 in a private debt offering and used the proceeds
to buy the Company’s ESOP convertible preferred stock.
The Company repurchased 2,058,400 shares of its common
stock (at an average price of $29.15) with the proceeds
obtained from the sale of preferred stock.
Each share of preferred stock has a guaranteed liquida
tion value of $59 per share and is convertible into 1.6
shares of the Company’s common stock at a conversion
price of $36.88 per share. The preferred stock pays an
annual dividend of $3.835 per share, a portion of which is
used by the ESOP, together with Company contributions,
to repay the ESOP debt. The initial allocation of preferred
stock to plan participants began in March 1990 based on
principal and interest payments due on the ESOP debt.
Since the ESOP debt is guaranteed by the Company, it
is reflected in the consolidated balance sheet as short
term and long-term debt. The debt has a remaining matu
rity of approximately eleven years and a fixed interest rate
of 9.45%. Preferred stock (and related unearned ESOP
compensation associated w ith the unallocated shares)
was recorded based on the underlying value of the Com
pany’s common stock at the tim e of issuance.
The amount of ESOP expense recognized is equal to
the cost of the preferred shares allocated and the ESOP
interest expense for the year, reduced by the amount of
dividends paid on the preferred stock.
Selected financial data pertaining to the ESOP/Savings
Plan follows:

Total expense of the savings plan
Interest expense (included in total
expense above)
Cash contributions to the ESOP
Dividends on preferred stock used for
debt service by the ESOP

1993

1992

1991

$9,201

$8,880

$7,850

3,007
4,724

3,155
4,459

3,227
3,932

3,106

3,362

3,892

The Company guarantees employees’ contributions to
the fixed income fund of the savings plan. The amount
guaranteed was $92,281 at September 3 0 , 1993.

NOTES TO FINANCIAL STATEMENTS
10. Employee S tock Ownership Plan
On February 2 3 , 1989, the Company’s Board of Directors
adopted the Ekco Group, Inc. Employees’ Stock Owner
ship Plan (the “ ESOP” ) for nonunion United States
employees of the Company and subsidiaries designated
by the Company’s Board of Directors as participants in the
plan. U nderthe plan, the Company sold 1 .8 m illion shares
of the Series B ESOP Convertible Preferred Stock at a
price of $3.61 per share to the ESOP trust. The ESOP
satisfied its obligation to the Company with borrowings
from a bank. The Company has guaranteed the ESOP
borrowing and reported the unpaid balance of this loan as a
liability of the Company. At January 2, 1994, approximately
1 .6 m illion shares of the Company’s common stock were
reserved for conversion of Series B ESOP Convertible
Preferred Stock.
An unearned ESOP compensation amount is reported
as an offset to the Series B ESOP Convertible Preferred
Stock amount in the consolidated balance sheets. The
unearned compensation is being amortized as shares in
the Series B ESOP Convertible Preferred Stock are allo
cated to employees. Shares are allocated ratably over the
life of the ESOP Loan or, if less, the actual period of tim e
over which the indebtedness is repaid. The allocation of
shares is based upon a form ula equal to a percentage of
the Company’s payroll costs. The percentage is deter
mined by the Company’s Board of Directors annually and
may require principal prepayments. The Com pany’s
Board of Directors has approved principal prepayments
of $439,000, $380,000 and $124,000 for Fiscal 1993,
Fiscal 1992 and Fiscal 1991 to be paid in 1993, 1992 and
1991, respectively. For Fiscal 1993, Fiscal 1992 and Fiscal
1991, $686,000, $687,000 and $687,000, respectively, has
been charged to operations. The actual cash contribu
tions, excluding the above mentioned prepayments, to
the ESOP by the Company during Fiscal 1993, Fiscal
1992 and Fiscal 1991 were $390,000, $402,000 and
$596,000, respectively.
Upon retirem ent or term ination from the Company,
each employee has the option to either convert the vested
Series B ESOP Convertible Preferred Stock into common
stock of the Company or redeem the Series B ESOP Con
vertible Preferred Stock for cash at a price of $3.61 per
share. The change in the principal amount of the Series B
ESOP Convertible Preferred Stock from year to year is
solely due to redemptions and conversions by vested
employees retiring or leaving the Company. The Series B
ESOP Convertible Preferred Stock does not pay a dividend.

Compensatory Plans

Series B ESOP Convertible Preferred Stock, net, con
sisted of the following:
January 2,
1994

January 3,
1993

(Amounts in thousands)
Series B ESOP Convertible Preferred
Stock, par value $.01, no dividend
Unearned compensation

$ 5,939
(3,253)
$ 2,686

$ 6,050
(3,939)
$ 2,111

In October 1990, the Company’s Board of Directors autho
rized the Trustee of the ESOP to purchase up to one million
shares of the Company’s common stock. The Company
agreed to finance the purchase through a 2 0 -year 1 0 %
loan from the Company to the ESOP. Through January 2,
1994, the ESOP had purchased in open market transac
tions approximately 863,000 shares of the Company’s
common stock at a total cost of approximately $2.4 m illion.
Unearned compensation equal to such cost is being
amortized as shares of the Company’s common stock are
allocated to employee accounts. Shares are allocated
ratably over the life of the loan or, if less, the actual period
of tim e over which the indebtedness is repaid, subject to
the minimum allocation of 50,000 shares in any one year.
In 1990, 12,500 shares were allocated to employee
accounts based on the partial year, w hile for each of Fiscal
1992 and Fiscal 1991, 50,000 shares were allocated to
employees’ accounts. For Fiscal 1993, Fiscal 1992 and
Fiscal 1991, $136,000, $141,000 and $136,000, respectively,
have been charged to operations.
OLIN CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Employee S tock O wnership Plan
In June 1989, an amendment to the company’s T hrift Plan
created an Employee Stock Ownership Plan feature and
changed the name of the T hrift Plan to the Contributing
Employee Ownership Plan. The plan is a defined contri
bution plan availab le to e sse n tia lly a ll dom estic
employees which provides a match of employee contribu
tions. The plan purchased from the company approximately
1.3 m illion shares ($100 m illion) of a newly authorized 1.75
m illion share series of the company’s ESOP preferred
stock, financed by $60 m illion of notes guaranteed by the
company and a $40 m illion loan from the company.
This loan has been repaid in total to the company as of
December 3 1 ,1992. At December 3 1 ,1993 there were 1.2
m illion shares of ESOP preferred stock outstanding at a
value of $80.00 per share. The annual fixed dividend rate
is $5.97 per share. The ESOP preferred stock is convertible
by the holder into the company’s common stock on a
one-for-one basis, subject to anti-dilutive adjustments and
may be redeemed at the option of the company after
July 1, 1994, or at the option of the plan under certain
circum stances (including upon payment of withdrawing
plan participant accounts or if required to meet the plan’s
debt payments). The company reserves the right to satisfy
the redem ption in cash, m arketable obligations or
common stock.
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Expenses related to the plan are based on ESOP
preferred and common stock allocated to participants.
These costs amounted to $10 m illion in 1993, 1992 and
1991. Interest incurred by the plan totaled $2 m illion in
1993, $3 m illion in 1992, and $5 m illion in 1991, which was
funded by ESOP preferred dividends. The ESOP pre
ferred stock is included in shareholders’ equity because
the company intends to redeem the ESOP preferred stock
solely with shares of the company’s common stock, and
has the ability to do so.
THE UPJOHN COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollar am ounts in thousands, except per share data)
M (In Part): Shareholders’ Equity

Preferred Stock
The Series B Convertible Perpetual Preferred Stock is
held by The Upjohn Company Employee Stock Owner
ship Trust (ESOT). The per share stated value is $40,300,
and the preferred stock ranks senior to the company’s
common stock as to dividends and liquidation rights.
Each share is convertible, at the holder’s option, into 1,000
shares of the company’s common stock and has voting
rights equal to 1,000 shares of common. The company
may redeem the preferred stock at any tim e after July 20,
1999, or upon term ination of the ESOP at a minimum price
of $40,300 per share. Dividends, at the rate of 6.25 per
cent, are cum ulative and paid quarterly.
N. Employee S tock Ownership Plan (ESOP)
The ESOP is a funding vehicle for the Upjohn Employee
Savings Plan that covers substantially all U.S. employees.
The ESOP is designed in such a way that the annual debt
service requirem ent of the ESOT is approxim ately equiva
lent to the company’s obligation to employees for both
matching contributions to the savings plan and dividends
on shares allocated to participants.
Under the agreem ent whereby the company has
guaranteed the $275,000 of third-party debt of the ESOT,
the company is obligated to contribute sufficient cash
annually to the ESOT to enable it to make required
principal and interest payments. The company satisfies
this annual cash flow requirement through payment of
dividends on all preferred shares outstanding plus cash
contributions. The company has fully and unconditionally
guaranteed the ESOT’s payment obligations whether at
maturity, upon redemption, upon declaration of accelera
tion or otherwise. The holders of the debt securities have
no recourse against the assets of the ESOT except in the
event that the ESOT defaults on payments due and the
company also fails to make such payments. In that event,
the holders may have recourse against unallocated funds
held by the ESOT. At December 31, 1993, assets of the
ESOT consisted prim arily of $297,387 of Upjohn Company
Series B Convertible Perpetual Preferred Stock.
Company expense is determined pursuant to the con
sensus position of the Emerging Issues Task Force (Issue
No. 89-8). A portion of future debt principal payments is
attributed to each year of the plan based on the number of

356

Section 3: Income Statement

shares allocated during the period and treated as
expense. Interest earned on the note receivable from the
ESOT is netted against this form ula-driven amount.
Key measures of the ESOP were:
Years ended December 31
interest expense of ESOT
Dividend income of ESOT
Company contribution to ESOT
Company ESOP expense (net)

1993

1992

1991

$28,779
18,606
7,870
12,344

$28,669
18,686
7,511
11,972

$28,566
18,727
5,044
10,179

Profit Sharing Plans
CAPITAL CITIES/ABC, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3 (In Part): Employee B enefit Plans
For certain employees not covered by pension plans, the
Company contributes to profit sharing plans. The profit
sharing plans provide for contributions by the Company in
such amount as the Board of Directors may annually
determine. Contributions to the profit sharing plans of
$6,045,000, $6,192,000 and $6,432,000 were charged to
expense in 1993,1992 and 1991, respectively.

GENERAL M ILLS, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Fourteen: P ro fit Sharing Plans
The Company has profit sharing plans to provide incentives
to key individuals who have the greatest potential to
contribute to current earnings and successful future
operations. These plans were approved by the Board of
Directors upon recommendation of the Compensation
Committee. The awards under these plans depend on
profit performance in relation to preestablished goals. The
plans are adm inistered by the Compensation Committee,
which consists solely of outside directors. Profit sharing
expense, including perform ance unit accruals, was $7.3
m illion, $8 .8 m illion and $11.0 m illion in fiscal 1993,1992
and 1991, respectively.

JUNO LIGHTING, INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
P rofit Sharing Plan
The Company has a profit sharing plan pursuant to
Section 401(k) of the Internal Revenue Code, whereby
participants may contribute a percentage of compensa
tion, but not in excess of the maximum allowed under the
Code. The plan provides for a matching contribution by
the Company which amounted to approxim ately $141,000,
$120,000, and $105,000 in 1993,1992 and 1991, respectively.
In addition, the Company may make additional contribu
tions at the discretion of the Board of Directors. The Board
authorized additional contributions of $562,000, $487,000,
and $358,000, in 1993,1992 and 1991, respectively.

W ESTERN DIGITAL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9— P ro fit Sharing Plan
The Company adopted an annual Profit Sharing Plan
effective beginning with the Company’s 1992 fiscal year.
All domestic employees of the Company who are credited
with at least 1,000 hours of service during the Company’s
fiscal year and who are employed on June 30 of such year
are eligible to participate in the Profit Sharing Plan. During
1993 and 1992, the Company authorized 8 % of pretax
profits (adjusted in the discretion of the Board for extraor
dinary items) to be allocated to the participants on the
basis of a fixed percentage of their annual salaries. Com
pany contributions deposited into profit sharing accounts
for each employee vest 2 0 % for each year of service, and
become fully vested after five years of service or upon
retirem ent, death or disability. Benefits are generally
payable following retirem ent, disability, death, hardship or
term ination of employment. In July 1992, the Board of
Directors amended the Profit Sharing Plan to provide for
semiannual fiscal year contributions. During 1993, the
Company contributed $1.2 m illion to the Profit Sharing
Plan. No such contributions were made to the Profit
Sharing Plan in 1992.
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LIZ CLAIBORNE, INC. (DEC)

Incentive Compensation Plans

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

THE ALLEN GROUP INC. (DEC)
11 (In Part): P rofit Sharing Retirem ent, Savings and
Deferred Com pensation Plans
The Company adopted a noncontributory, defined contri
bution profit sharing retirem ent plan in January 1983. The
plan covers all eligible U.S. employees who are 21 years of
age with one or more years of service and who are not
covered by collective bargaining agreements. The plan
pays benefits based on an employee’s vested account
balance. Employees generally qualify to receive benefits
upon reaching the age of 65 or com pleting 20 years of
service. Early retirees generally qualify provided they
have reached the age of 60 and have completed six years
of service. Otherwise, benefits may be paid 18 months
after term ination of employment. Vesting begins at 20%
after two years of service, and from the 3rd through 6th
years, vesting increases by 20% each year until full vesting
occurs. Each year, profit sharing contributions, if any, are
determined by the Board of Directors. The Company’s
1993, 1992 and 1991 plan contribution expenses, which are
included in selling, general and adm inistrative expenses,
were $7,510,000, $6,108,000 and $4,909,000, respectively.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Pension and Employee B enefit Plans
The Company also has a deferred bonus plan for select
key management employees, including officers. Bonuses
under the plan may be awarded for any year in which a
certain minimum return on equity is attained. Payments
are made ratably over the succeeding five years in cash,
restricted shares of the Company’s Common Stock,
pursuant to the 1992 Stock Plan, or a com bination thereof,
at the discretion of the Management Compensation Com
mittee, whereby such cash and/or shares vest over the
succeeding five years, subject to forfeiture in certain
circum stances. The bonus awards accrued for 1993,1992
and 1991 were $560,000, $370,000 and $460,000, respec
tively. For 1993 and 1992, the bonus w ill be paid 60% in
Restricted Shares and 40% in cash; ail prior awards were
earned in cash.

DSC COMMUNICATIONS CORPORATION (DEC)
SUNRISE MEDICAL INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share am ounts)
8. P rofit Sharing/Savings Plan
The company has a 401(k) profit sharing/savings plan
covering most of its U.S. employees (“ Associates” ).
Under the profit sharing portion of the plan, the company
w ill contribute to Associates’ accounts a percentage of
their salary for the fiscal year. The percentage amount is
based upon attainm ent of certain earnings targets by the
company as a whole in the case of corporate office Associ
ates, or by the subsidiary of the company for which the
Associate works. The plan is discretionary as the amounts
are determined based on earnings targets set by the
Board of Directors. During 1993,1992 and 1991, accruals
of $1,962, $1,231 and $1,320, respectively, for this plan are
included in the consolidated financial statements. Under
the savings feature, individual Associates may contribute
to the plan. The company will match Associate contributions
in an amount determined by the Board of Directors.
During 1993, 1992 and 1991, $501, $385 and $359, res
pectively, of Associate contributions were matched by
the company.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Incentive Com pensation
The Company has an Incentive Awards Plan administered
by the Compensation Committee of the Board of Directors
which provides for payment of cash awards to officers and
key employees based upon achievement of specific goals
by the Company and the participating executives. For the
years ended 1993 and 1992, provisions of approximately
$6,100,000 and $2,900,000 were charged against income
related to the plan. No incentive awards were granted
under the plan for 1991. The Company also has a LongTerm Incentive Compensation Plan (LTIP) which awards
perform ance units to certain key executives. Certain
officers were awarded units in 1990 under the Company’s
LTIP by the Compensation Committee of the Board of
Directors. The units vest to the officers over six years, and
the value of a unit is determined annually based on the
Company’s operating performance, as defined in the
plan. The value of the units charged to income in 1993 was
approxim ately $2,300,000. P rior to 1993, the units
awarded had no value.
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DANA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in m illions except share and p er share am ounts)
A dditional Com pensation Plans
Dana has numerous additional compensation plans,
including gain sharing, Scanlon and group incentive
plans, which provide for payments computed under for
m ulas w hich recognize increased productivity and
improved performance. The total amount earned by Dana
employees from all such plans amounted to $60.8, $74.7
and $81.1 in 1991,1992 and 1993, respectively.
Under the Additional Compensation Plan, in which cer
tain officers and other key employees participate, annual
incentive compensation is accrued and paid based on the
achievement of preset corporate performance objectives.
Awards under the plan are paid in cash and may, at the
discretion of the Board’s Compensation Committee, be
paid immediately or deferred. Some awards deferred prior
to May 1991 may be paid in shares of the Company’s
common stock. Dana awarded (based on prior period per
formance) $1.3 in 1991, $ -0 - in 1992 and $4.2 in 1993;
26,497,15,823 and 10,202 shares of Dana’s common stock
held in treasury were issued and amounts equivalent to
dividends and interest of $.4, $.3 and $.4 were credited to
deferred awards in 1991, 1992 and 1993, respectively.
Total charges (credits) to expense relating to the plan
amounted to $(1.0) in 1991, $5.1 in 1992 and $5.6 in 1993.
At December 31, 1993, 42,121 common shares held in
treasury were reserved for issuance under this plan.
The Company has a Restricted Stock Plan whereby
certain key employees are granted restricted shares of
common stock subject to forfeiture until the restrictions
lapse or terminate. W ith certain exceptions, the employee
must remain w ith the Company for a period of years after
the date of grant to receive the full number of shares
granted. In 1991, no shares were granted, in 1992,16,000
shares were granted and in 1993, 29,174 shares were
granted under the provisions of this plan. During 1992,
10,000 shares were forfeited based upon the provisions of
this plan. Total charges to expense for this plan amounted
to $.6, $.7 and $.6 in 1991,1992 and 1993, respectively. At
December 31, 1993, 379,026 shares were authorized for
future issuance under this plan.

DYNAMICS CORPORATION OF AM ERICA (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): S tockholders’ E quity

1980 Restricted Stock and Cash Bonus Plan
The Plan, prior to amendment, provided for the discretion
ary award or sale of up to 400,000 shares of common stock
to key executives. The shares awarded or sold are subject
to restrictions against transfer as well as repurchase
rights of the Company which, in effect, provide for the
lapse of restrictions at the rate of 20% per year beginning
one year from the award or sale. In addition, the Plan pro
vides for a cash bonus to the participant equal to the fair
market value of the shares on the date said restrictions

lapse in the case of an award, or the excess of the fair
market value thereof as of such date over the original
purchase price if the shares were purchased, with a lim it
upon the total bonuses paid to any participant during the
5-year period of twice the fair market value of the shares
on the date of award or sale. The Plan was amended in
1988 to make additional shares available for issuance to
replenish the Plan for shares awarded since its inception.
At December 31, 1993, 1992 and 1991, 370,500, 368,700
and 367,000 shares, respectively, were available for award
or sate under the Plan.
In addition to the shares issued and am ortization of
deferred compensation included in the Consolidated
Statem ents of S tockholders’ Equity, the Com pany
accrued bonuses of $58,000 (1993), $146,000 (1992) and
$178,000 (1991) and reacquired (at no cost) through forfei
tures 3,800 (1993) and 800 (1992) previously issued
restricted shares pursuant to the Plan.
HUNT MANUFACTURING CO. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands except share and p er share am ounts)
9 (In Part): Stock O ptions, Stock Grant, Long-Term
Incentive Com pensation and Bonus Plans
The Company’s 1988 Long-Term Incentive Compensation
Plan provides for the granting to management-level
employees of long-term incentive awards, which are
payable in cash and/or by the company’s common stock
at the end of a designated performance period of from two
to five years, based upon the degree of attainm ent of
preestablished performance standards during the per
formance period. A maximum of 180,000 shares are
authorized for issuance under this plan. As of the end of
fiscal 1993, an aggregate of 48,966 shares have been
earned under this plan (13,394,4,300 and 8,127 shares in
1993,1992 and 1991, respectively, and 23,145 shares in all
previous years), and an aggregate of 50,587 shares were
subject to outstanding unvested grants. There is no stated
lim itation on the aggregate amount of cash payable under
this plan, but the maximum amount (in cash and/or
shares) which may be paid to a participant under all
long-term incentive awards under the plan with respect to
the same performance period may not exceed 125% of
the participant’s base salary in effect at the tim e the award
initially was made. The charge to adm inistrative and
general expenses relating to this plan was $563, $88 and
$228 in fiscal years 1993,1992 and 1991, respectively.
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PREMARK INTERNATIONAL, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DEP CORPORATION (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 9 (In Part): Incentive Com pensation Plans

Note 8 (In Part): Incentive Plans

Incentive Plans
Key employees, including officers of the company, earned
approximately $17.5 m illion in 1993, $12.7 m illion in 1992
and $19.4 m illion in 1991 under the Annual Incentive Plan
and other incentive plans. As of December 25, 1993,
482 employees participated in these plans. The com
pany’s Long-Term Incentive Plan is com prised of
performance-based incentive programs available to key
employees who make substantial contributions to the
company’s long-term financial objectives. Payouts are
based entirely on achievement of financial objectives; no
payouts are made unless a threshold level of financial
performance is attained. In 1993, $6.8 m illion was earned
under these programs.

Deferred Compensation Plan
The Company provides its officers and directors with the
opportunity to participate in an unfunded, deferred
compensation program, which also provides for death
and disability benefits. There were seven participants in
the program at July 31,1993, and 1992. Under the program,
participants may defer up to 75% of their yearly total cash
compensation. The amounts deferred remain the sole
property of the Company, which uses them together with
additional corporate funds, to purchase either insurance
policies on the lives of the participants or other invest
ments. The insurance policies, which remain the sole
property of the Company, are payable to the Company
upon the death or permanent disability of the participant.
The Company separately contracts with the participant to
pay stated benefits substantially equivalent to those
received or available under the insurance policies or other
investments upon the earlier of 10 years after date of first
participation, retirem ent, death, or permanent disability.
The program is not qualified under Section 401 of the
Internal Revenue Code. At July 31, 1993 and 1992, the
amounts payable under the plan approximated the value
of the assets owned by the Company.

Deferred Compensation Plans
AM ERON, INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Employee B enefit Plans
During 1991, the Company implemented an Executive
Life Insurance Plan wherein eligible executives are
provided with life insurance protection based upon three
tim es base salary. Upon retirem ent, the executive is
provided with life insurance protection based upon final
base salary. Benefits may be paid as a lump sum or as an
annual income to the identified survivor over ten years.
The expense for this plan was $50,000 in 1993, $51,000 in
1992 and $109,000 in 1991.
Also during 1991, the C om pany im plem ented a
Deferred Compensation Plan providing officers and key
executives w ith the opportunity to participate in an
unfunded, deferred compensation program. Under the
program, participants may defer up to 50% of their base
compensation and 100% of bonuses earned, and earn
interest on their deferred amounts. The program is not
qualified under Section 401 of the Internal Revenue Code.
The total of net participant deferrals, which is reflected in
accrued liabilities was $2,602,000 at November 3 0 , 1993
and $1,951,000 at November 30, 1992. The expense for
this plan was $362,000 in 1993, $506,000 in 1992 and
$271,000 in 1991.
in connection with the above two plans, whole life
insurance contracts were purchased on the related
participants. At November 30, 1993 and 1992 the cash
surrender value of these policies was $3,159,000 and
$2,143,000, net of loans of $1,901,000 and $1,473,000,
respectively.

SAVANNAH FOODS & INDUSTRIES, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Employee R etirem ent Plans and O ther
B enefit Plans
The Company also has a deferred compensation plan
w hich perm its d irectors and certain m anagem ent
employees to defer portions of their compensation and
earn a guaranteed interest rate on the deferred amounts.
The salaries which have been deferred since the plan’s
inception have been accrued and the prim ary expense,
other than salaries, related to this plan is interest on the
deferred amounts. Interest expense during fiscal 1993,
fiscal 1992, calendar 1992, and calendar 1991 includes
$1,662,000, $1,382,000, $1,449,000, and $1,196,000,
respectively, related to this plan. The Company has
included in “ Deferred employee benefits’’ $13,191,000 at
October 3, 1993 and $11,365,000 at January 3, 1993 to
reflect its liability under this plan.
To fund this plan and the non-qualified defined benefit
pension plan, the Company purchases whole-life insur
ance contracts on the related directors and employees.
The C om pany has in clu d e d in “ O ther a sse ts’ ’
$12,303,000 at October 3 , 1993 and $11,330,000 at January
3 , 1993 which represent the capitalized value of these poli
cies. If all of the assumptions regarding morality, interest
rates, policy dividends, and other factors are realized, the
Company w ill ultim ately realize its full investment plus a
factor for the use of its money.
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W INNEBAGO INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Employee Retirem ent Plans
The Company also has a nonqualified deferred compen
sation program which permits key employees and directors
to annually elect (via individual contracts) to defer a
portion of their compensation until their retirem ent. The
retirem ent benefit to be provided is fixed based upon the
amount of compensation deferred and the age of the
individual at the tim e of the contracted deferral. An
individual generally vests at the age of 55, w ith five years
of service since the first deferral was made. For deferrals
prior to December 1992, vesting also occurs after 20 years
of se rvice . D eferred com pensation expense was
$2,619,000, $2,762,000 (excluding $7,774,000 of expense
for cum ulative effect of change in accounting principle)
and $997,000 in fiscal 1993, 1992 and 1991, respectively.
Also, to assist in funding the retirem ent benefits of the
program, the Company has invested in corporate-owned
life insurance policies. The cash surrender value of these
policies are in an irrevocable rabbi trust and are presented
as assets (net of borrowings of $3,796,000, $3,833,000 and
$2,962,000 in fiscal 1993,1992 and 1991, respectively) of
the Com pany in the accom panying balance sheet
because they are available to the general creditors of the
Company in the event of the Company’s insolvency.

VEBA

DEPRECIATION EXPENSE
Paragraph 5 of APB O pinion No. 12 stipulates that both the
amount of depreciation expense and method or methods
of depreciation should be disclosed in the financial state
ments or in notes thereto. Paragraph 5, Chapter 9C of
Accounting Research B ulletin No. 43 defines depreciation
accounting (the process of allocating the cost of pro
ductive facilities over the expected useful lives of the
facilities) as “ a system of accounting which aims to
distribute the cost or other basic value of tangible capital
assets, less salvage (if any), over the estimated useful life
of the unit (which may be a group of assets) in a systematic
and rational manner. It is a process of allocation, not
of valuation.”
Table 3-13 summarizes the methods of depreciation
used to allocate the cost of productive facilities. Examples
of depreciation expense disclosures follow.

Straight-Line Method
FORD MOTOR COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5. Net Property, D epreciation and
A m ortization— Autom otive
Net property, at cost, at December 31 was as follows;

1993
R.R. DONNELLEY & SONS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Voluntary Employees’ B eneficiary A ssociations
The company m aintains two Voluntary Employees’ Bene
ficiary Associations to fund employee welfare benefits and
postretirem ent medical and death benefits. The balances
of the VEBAs (net of associated liabilities) in the accom
panying Consolidated Balance Sheet are classified as
either current or noncurrent depending on the ultimate
expected payment date of the underlying liabilities. As of
December 31,1993, a net current asset of $9.8 m illion was
included in Prepaid Assets representing the current position
of the company’s employee welfare benefit plans funded
by one of the VEBAs ($33.2 m illion included In Other
Accrued Liabilities at December 31, 1992). The VEBA
established to partially fund the com pany’s liability for
postretirem ent medical and death benefits ($135 m illion at
December 31, 1993) is included in other noncurrent
liabilities as an offset to the related liability. (The initial
VEBA fund of $104 m illion was recorded as a Noncurrent
Asset at December 3 1 , 1992). For additional information,
refer to the notes on “ Other Retirement Benefits.”

1992

(In millions)
Land
Buildings and land improvements
Machinery, equipment and other
Construction in progress
Total land, plant and equipment
Accumulated depreciation
Net land, plant and equipment
Unamortized special tools
Net Property

$

360 $ 362
5,923
6,059
29,655
28,294
1,551
1,493
36,208
37,489
(20,691) (19,991)
16,798
16,217
6,261
5,943
$ 23,059 $ 22,160

Assets placed in service before January 1, 1993, are
depreciated using an accelerated method that results in
accumulated depreciation of approxim ately two-thirds of
asset cost during the first half of the asset’s estimated
useful life. Assets placed in service after December 31,
1992, are depreciated using the straight-line method of
depreciation. This change in accounting principle was
made to reflect improvements in the design and flexibility
of m anufacturing m achinery and equipm ent and improve
ments in maintenance practices. These improvements
have resulted in more uniform productive capacities and
maintenance costs over the useful life of an asset, and
straight-line depreciation is preferable in these circum 
stances. The effect of this change was not significant
in 1993.
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TABLE 3-13: DEPRECIATION METHODS

Straight-line........................
Declining-balance.................
Sum-of-the-years’-digits.........
Accelerated method—
not specified.....................
Units-of-production ..............
Other .................................

Number of Companies
1993 1992 1991 1990
564
570
558
560
26
28
38
26
12
8
11
9
56
46
9

62
47
5

70
50
7

69
50
8

On average, buildings and land improvements are
depreciated based on a 30-year life; automotive machinery
and equipm ent are depreciated based on a 14-year life.
When plant and equipm ent are retired, the general
policy is to charge the cost of those assets, reduced by net
salvage proceeds, to accumulated depreciation. All main
tenance, repair and rearrangement costs are expensed as
incurred. Expenditures that increase the value or pro
ductive capacity of assets are capitalized. Special tools
are amortized over periods of tim e representing the
productive use of those tools. Preproduction costs related
to new facilities are expensed as incurred.
Depreciation and amortization expenses were as follows:
1992

1993

predominant industry practices. The new depreciation
method did not have a material effect on 1993 net income.
Am ortization of intangible and other assets is on a
straight-line method over periods ranging from 5 to 25
years. For income tax purposes, different methods and
rates are used in certain instances.
Note 5 (In Part): O ther Balance Sheet Inform ation
Property and Equipment:

Land and improvements
Buildings and improvements
Machinery and equipment
Construction in progress

1993
80,669
181,618
727,409
99,410
$1,089,106
$

Depreciation expense was $59.6 m illion in 1993, $58.4 m il
lion in 1992 and $54.6 m illion in 1991.
OGDEN CORPORATION (DEC)
Statements of Consolidated Cash Flows

1991

1993

$2,456
1,822
$4,278

Cash Flows From Operating Activities:
Net income
$56,790
Adjustments to Reconcile Net
Income to Net Cash Provided by
Operating Activities:
Depreciation and amortization
85,643
Deferred income taxes
47,598
Cumulative effect of changes in
accounting principles
5,340

(In millions)
Depreciation
Amortization
Total

$2,392
2,012
$4,404

$2,569
2,097
$4,666

THE LUBRIZOL CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
(In thousands o f dollars unless otherw ise indicated)
Note 1 (In Part): Accounting Policies

Depreciation and Am ortization
Accelerated depreciation methods are used in com puting
depreciation on approximately 69% of the depreciable
assets. The remaining assets are depreciated using the
straight-line method. Effective January 1 , 1993, the com
pany changed to the straight-line method for newly
acquired machinery and equipm ent in the United States.
Management believes that straight-line depreciation
provides for a better matching of costs and revenues over
the lives of the newly acquired assets and conforms to

1992
$ 75,997
153,232
659,574
69,889
$958,692

1992

1991

($000)
$55,581

$43,724

77,048
37,547

67,715
29,208

5,186

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): Summary o f S ignificant Accounting Policies

Property, Plant, and Equipment
Property, plant, and equipm ent is stated at cost. For finan
cial reporting purposes, depreciation is provided by
the straight-line method over the estimated useful lives of
the assets, which range generally from five years for
machinery and equipm ent to 50 years for waste-to-energy
facilities. Accelerated depreciation is generally used for
Federal income tax purposes. Leasehold improvements
are amortized by the straight-line method over the terms
of the leases or the estimated useful lives of the improve
ments as appropriate. Landfills are amortized based on
the quantities deposited into each landfill compared to the
total estimated capacity of such landfill.
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Declining-Balance Method

OUTBOARD MARINE CORPORATION (SEP)
sta te m e n t o f C onsolid ated Cash Flows

1993

LEE ENTERPRISES, INCORPORATED (SEP)

1992

1991

1993

($ millions)
Cash Flows From Operating Activities
Net earnings (loss)
Adjustments to reconcile net earnings
to net cash provided by operations:
Cumulative effect of changes in
accounting principles
Non-current asset write downs
Depreciation and amortization

$(282.5) $1.9

117.5
78.2
55.6

60.7

$(84.3)

22.4
67.6

NOTES TO FINANCIAL STATEMENTS
Note 10. Plant and Equipm ent
Plant and equipm ent for the years ended September 30,
1993 and 1992, were as follows:

1993

1992

(Dollars in millions)
Land and improvements
Buildings
Machinery and equipment
Construction in progress
Accumulated depreciation
Plant and equipment, net

$ 21.6
147.5
363.9
9.9
542.9
332.6
$210.3

1992

1991

($000)

$ 25.8
166.3
387.3
4.0
583.4
340.6
$242.8

P lant and equipm e nt are recorded at co st and
depreciated substantially on a straight-line basis over
their estimated useful lives as follows: buildings, 10 to 40
years; m achinery and equipm ent, 4 to 1 2 ½ years.
Depreciation is not provided on construction in progress
until the related assets are placed into service.
Depreciation of plant and equipm ent was $31.1 m illion,
$32.7 m illion and $33.1 m illion for the years ended Sep
tem ber 3 0 , 1993,1992 and 1991, respectively.
When plant and equipm ent is retired or sold, its costs
and related accumulated depreciation is w ritten off and
the resulting gain or loss is included in net earnings.
Maintenance and repair costs are charged directly to
earnings as incurred. Major rebuilding costs that sub
stantially extend the useful life of an asset are capitalized
and depreciated.

Operating Revenue:
Newspaper:
Advertising
Circulation
Other
Broadcasting
Media products and services
Equity in net income of
associated companies
Operating Expenses:
Compensation costs
Newsprint and ink
Depreciation
Amortization of intangibles
Other
Operating Income

$126,920
63,285
33,218
81,284
58,651

$122,762
59,882
31,022
79,118
62,846

$119,825
56,727
31,137
69,718
62,141

9,549
$372,907

8,288
$363,918

6,712
$346,260

$128,734
21,936
11,131
13,645
116,322
$291,768

$125,475
19,939
11,246
13,614
113,475
$283,749

$114,478
25,844
12,995
11,960
111,611
$276,888

$ 81,139

$ 80,169

$ 69,372

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Property and Equipment
Property and equipm ent is carried at cost. Equipment,
except for newspaper presses and broadcast towers, is
depreciated prim arily by declining-balance methods. The
straight-line method is used for all other assets. The esti
mated useful lives in years are as follows:

Buildings and improvements
Newspaper:
Presses
Other major equipment
Broadcasting:
Towers
Other major equipment
Manufacturing equipment

Years
5-25
15-20
3-11
15-20
3-10
5- 8

The Company capitalizes interest as part of the cost of
constructing major facilities.
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Units-Of-Production Method

LOCKHEED CORPORATION (DEC)
Consolidated Statement of Cash Flows
1993

INTERNATIONAL PAPER COMPANY (DEC)
1992

1991

($ millions)
Cash Flows From Operating Activities;
Net earnings (loss)
$422
Adjustments to reconcile net earnings (loss)
to net cash provided by operating activities:
Cumulative effect of change in accounting
principle, net of tax
Depreciation and amortization
498

1992

1991

($ millions)

$(283) $308

631
355

1993

339

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant
Accounting Policies

Property, Plant, and Equipment
Depreciation is provided on most plant and equipment
using declining balance methods of depreciation during
the first half of the estimated useful lives of the assets;
thereafter, straight-line depreciation is used. Estimated
useful lives generally range from eight years to 33 years
for buildings and structures and two years to 20 years for
m achinery and equipment. Leasehold improvements are
amortized over the useful lives of the related assets or the
term s of the leases, whichever is shorter.

Net Sales
$13,685
Costs and Expenses
Cost of products sold
10,191
Depreciation and amortization
898
Distribution expenses
634
999
Selling and administrative expenses
Taxes other than payroll and
153
income taxes
Restructuring charges
Other
Total Costs and Expenses
12,875
Earnings Before Interest, Income
Taxes, Extraordinary Item
and Cumulative Effect of
Accounting Changes
810

$13,598

$12,703

10,137
850
629
981

9,316
725
569
945

150
370
28
13,145

135
60
11,750

453

953

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Plants, Properties and Equipment
Plants, properties and equipment are stated at cost, less
accumulated depreciation. For financial reporting pur
poses, the Company uses the units-of-production method
for depreciating its major pulp and paper m ills and certain
wood products facilities and the straight-line method for
other plants and equipment. Annual straight-line depreci
ation rates are buildings, 2 ½ % to 8% , and m achinery and
equipment, 5% to 33% . For tax purposes, depreciation is
computed u tilizing accelerated methods.
Start-up costs on major projects are capitalized and
amortized over a five-year period. Unamortized start-up
costs were $125 m illion, $126 m illion and $93 m illion at
December 3 1 , 1993,1992 and 1991, respectively.
Interest costs for the construction of certain long-term
assets are capitalized and amortized over the related
assets’ estimated useful lives. The Company capitalized
net interest costs of $12 m illion in 1993, $42 m illion in 1992
and $36 m illion in 1991. Interest payments during 1993,
1992 and 1991 were $372 m illion, $363 m illion and $385
m illion, respectively.
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QUAKER STATE CORPORATION (DEC)

MCDERMOTT INTERNATIONAL, INC. (MAR)
1993

1992

1993

1991

($000)
Revenues
$3,172,555 $3,524,482 $3,069,849
Costs and Expenses:
Cost of operations
2,742,260 3,025,998 2,756,950
Depreciation and
amortization
121,508
125,812
99,857
Selling, general and
administrative expenses
237,468
258,859
226,426
3,101,236 3,410,669 3,083,233
71,319
113,813
(13,384)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting Policies
Depreciation, Maintenance and Repairs and
Drydocking Expenses
Except for major marine vessels, property, plant and
equipm ent is depreciated on the straight-line method,
using estimated economic useful lives of 8 to 40 years for
buildings and 2 to 28 years for machinery and equipment.
Major marine vessels are depreciated on the units-ofproduction method based on the utilization of each vessel.
Depreciation expense calculated under the units-ofproduction method may be less than, equal to, or greater
than depreciation expense calculated under the straight-line
method in any period. The annual depreciation based on
utilization of each vessel w ill not be less than the greater
of 25% of annual straight-line depreciation, or 50% of
cum ulative straight-line depreciation.
M aintenance, repairs and renewals which do not
m aterially prolong the useful life of an asset are expensed
as incurred except for drydocking costs for the marine
fleet, which are estimated and accrued over the period of
tim e between drydockings, and such accruals are
charged to operations currently.

1992

1991

($000)
Revenues
Sales and operating revenues
Insurance revenues
Other, net
Costs and expenses
Cost of sales and
operating costs
Insurance contract and
benefit costs
Selling, general
and administrative
Depreciation, depletion
and amortization
Interest
Unusual item
Income from continuing
operations before income
taxes and cumulative effect
of accounting changes

$628,336 $609,952 $593,350
130,830 114,440 106,730
759,166 724,392 700,080
8,292
6,412
6,308
767,458 730,700 706,492

429,453

411,851

402,595

103,693

93,805

89,872

184,115

177,629

157,681

28,758
5,287
—
751,306

29,287
4,785
3,200
720,557

28,847
4,567
—
683,562

16,152

10,143

22,930

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary of Significant Accounting Policies
c. Property, Plant and Equipment, at Cost
Costs of buildings and equipment, other than natural gas
and crude oil producing properties, are charged against
income over their estim ated useful lives, using the
straight-line method of depreciation. Repairs and main
tenance, which are not considered betterments and do not
extend the useful life of property, are charged to expense
as incurred. When property, plant and equipm ent are
retired or otherwise disposed of, the asset and accumu
lated depreciation are removed from the accounts and the
resulting profit or loss is reflected in income.
Costs of natural gas and crude oil producing properties
are accounted for under the successful efforts method.
Lease acquisition costs are capitalized and amortized by
the unit of production method based on proved reserves,
and equipm ent and intangible drilling costs are capital
ized and amortized by the unit of production method
based on proved developed reserves. An additional provi
sion for depreciation and depletion is provided if the net
capitalized costs of production properties exceed the
discounted future net revenues for natural gas and crude
oil reserves on a company-wide basis, using year-end
prices and an annual discount rate of 10%.
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Costs of individual natural gas and crude oil wells deter
mined to be uneconomical are charged to the allowance
for accumulated depreciation and depletion when aban
doned, with no gain or loss being recognized until the
p ro p e rty group is abandoned. E xp lo ra to ry costs
associated with dry holes, geological and geophysical
costs and annual delay rentals are charged to expense.
Estimated costs of future dism antlem ent, restoration,
reclamation and abandonment of natural gas and crude
oil producing properties are accrued through a charge to
operations on a unit of production basis.
The company capitalizes interest cost as a part of con
structing major facilities. Interest cost capitalized in 1993,
1992 and 1991 was not material.

Production-Variable Method
BETHLEHEM STEEL CORPORATION (DEC)
1993

1992

1991

($ millions)
Net Sales
Costs and Expenses:
Cost of sales
Depreciation (Note A)
Selling, administration and
general expense
Estimated restructuring losses
Total Costs and Expenses
Less from Operations

$4,323.4

$4,007.9

$4,317.9

3,834.2
277.5

3,789.9
261.7

4,045.4
241.4

156.9
350.0
4,618.6
(295.2)

159.3
—
4,210.9
(203.0)

171.0
635.0
5,092.8
(774.9)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Accounting Policies

Depreciation
Depreciation, which includes amortization of assets under
capital leases, is based upon the estimated useful lives of
each asset group. The estimated useful life is 18 years for
most steel producing assets. Steel assets, other than blast
furnace linings, and most raw material producing assets
are depreciated on a straight-line basis adjusted by an
activity factor. This factor is based on the ratio of produc
tion and shipm ents for the current year to the average
production and shipments for the current and preceding
four years at each operating location. Annual depreciation
after adjustment for this activity factor is not less than 75%
nOr more than 125% of stra ig h t-lin e depreciation.
Depreciation after adjustment for this activity factor was
$4.3 m illion more than straight-line in 1993 and $6.1 and
$21.9 m illion less than straight-line in 1992 and 1991.
Through December 31, 1993, $37.4 m illion less accumu
lated depreciation has been recorded under this method
than would have been recorded under straight-line
depreciation.
The cost of blast furnace linings is depreciated on a
unit-of-production basis. All other assets are depreciated
on a straight-line basis.

INLAND STEEL INDUSTRIES, INC. (DEC)
1992

1993

1991

($ millions)
Net sales
Operating costs and expenses:
Cost of goods sold (excluding
depreciation)
Selling, general and
administrative expenses
Depreciation
State, local and
miscellaneous taxes
Facility shutdown and
restructuring provisions
Gain on sale of partial interest
in joint venture
Total
Operating income (loss)

$3,888.2

$3,494.3

$3,404.5

3,457.8

3,305.8

3,124.4

190.0
131.2

193.9
128.9

200.0
117.6

60.3

61.6

58.4
205.0

22.3

_
3,861.6
26.6

(22.5)
3,667.7
(173.4)

_
3,705.4
(300.9)

SUMMARY OF ACCOUNTING AND
FINANCIAL POLICIES
Property, P lant and Equipm ent
Property, plant and equipm ent is depreciated for financial
reporting purposes over the estimated useful lives of the
assets. Steelmaking m achinery and equipm ent, a signifi
cant class of assets, is depreciated on a productionvariable method, which adjusts straight-line depreciation
to reflect production levels at the steel plant. The adjust
ment is lim ited to not more than a 25 percent increase or
decrease from straight-line depreciation. Blast furnace
relining expenditures are capitalized and amortized on a
unit-of-production method over the life of the lining. All
other assets are depreciated on a straight-line method.
Expenditures for normal repairs and maintenance are
charged to income as incurred.
Gains or losses from significant abnormal disposals or
retirem ents of properties are credited or charged to
income. The cost of other retired assets less any sales
proceeds is charged to accumulated depreciation.
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Depletion

ENGELHARD CORPORATION (DEC)
Consolidated Statements of Cash Flows

AM OCO CORPORATION (DEC)
1993

1992

($ millions)
Revenues
Sales and other operating
revenues
Consumer excise taxes
Other income
Total revenues
Costs and expenses
Purchased crude oil, petroleum
products and merchandise
Operating expenses
Petroleum exploration expenses,
including exploratory dry holes
Selling and administrative
expenses
Taxes other than income taxes
Depreciation, depletion,
amortization, and retirements
and abandonments
Interest expense
Total costs and expenses
Income before income taxes

1993

1991

$25,336
2,824
457
28,617

$25,280
2,738
201
28,219

$25,325
2,649
322
28,296

12,878
4,688

12,495
5,309

12,230
4,752

529

662

790

1,849
3,648

2,319
3,744

2,149
3,599

2,193
325
26,110
2,507

2,440
247
27,216
1,003

2,239
502
26,261
2,035

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

Depreciation, Depletion and Am ortization
Generally, depreciation of plant and equipment, other
than oil and gas facilities, is computed on a straight-line
basis over the estimated economic lives of the facilities.
Assets held under capital leases are generally amortized
over the term s of the leases. Depletion of the cost of
producing oil and gas properties, am ortization of related
intangible drilling and development costs and deprecia
tion of tangible lease and well equipm ent are computed
on the unit-of-production method.
The portion of costs of unproved oil and gas properties
estim ated to be non-productive is am ortized over
projected holding periods.
The estimated costs to dismantle, restore and abandon
oil and gas properties are accrued over the properties’
rem aining productive lives on the unit-of-production
method.

1992

1991

($ 000)

Cash flows from operating activities
Net earnings
$
672 $10,617
Adjustments to reconcile net
earnings to net cash provided
by operating activities
Depreciation, depletion and
68,177
73,798
amortization
148,000
Special charge
(10,145)
Gain on sale of investment
Cumulative effect of
accounting changes
16,000
89,509

$87,942

77,819

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Depreciation, Depletion and Am ortization
Additions to property, plant and equipm ent are stated at
cost. Depreciation and am ortization of plant and equip
ment are provided prim arily on a straight-line basis over
the estimated useful lives of the assets. Depletion of
mineral deposits and mine development are provided
under the unit of production method.
When assets are sold or retired, the cost and related
accumulated depreciation or am ortization are removed
from the accounts and any gain or loss is included in
earnings.
IMG FERTILIZER GROUP, INC. (JUN)
Consolidated Statement of Cash Flows
1993

1992

1991

($ millions)
Cash Flows From Operating Activities
Net earnings (loss)
Adjustments to reconcile net earnings
(loss) to net cash provided by
operating activities:
Depreciation and depletion
Deferred income taxes
Sterlington litigation settlement
Payment of Sterlington litigation
settlement
Postretirement employee benefits

$(167.1) $(74.6) $95.8

61.5
(78.4)
180.0

83.3
170.2
—

90.2
13.7

(100.0)
82.8

_

_

—

—

—
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Expense Provision

Note 2 (In Part): Accounting Policies

Property, Plant and Equipment
Property, plant and equipm ent are carried at cost. Cost of
significant assets includes capitalized interest incurred
during the construction and development period. Expen
ditures for replacements and improvements are capital
ized; maintenance and repair expenditures are charged to
operations when incurred.
Depreciation and depletion expenses for m ining and
production operations, including mineral interests, are
determined using the unit-of-production method based on
estimates of recoverable reserves. Other asset classes or
groups are depreciated or amortized on a straight-line
basis over their estimated useful lives as follows: buildings,
17 to 50 years; m achinery and equipment, 5 to 25 years.

AMERICAN CYANAMID COMPANY (DEC)

Net sales
Expenses:
Manufacturing cost of sales
Selling and advertising
Research and development
Administrative and general
Acquired in-process research
and development
Restructuring
Earnings (loss) from operations
Interest and other income, net

INCOME TAXES

PRESENTATION OF INCOME TAXES
Effective for fiscal years beginning after December 15,
1992, Statem ent o f Financia l Accounting Standards No.
109 supersedes APB O pinion No. 11 as the authoritative
pronouncement on accounting for and reporting income
tax liabilities and expense. Paragraphs 41-49 of SFAS
No. 109 set forth standards for financial presentation and
disclosure of income tax liabilities and expense. 492 sur
vey companies have adopted SFAS No. 109.
Table 3-14 summarizes the descriptive captions used by
the survey companies to identify income tax expense.
Examples of income tax presentation and disclosure follow.

TABLE 3-14: FEDERAL INCOME TAX EXPENSE
Descriptive Terms
Income taxes.....................
Federal income taxes..........
United States (U.S.)
income taxes .................
Other or no current
year amount...................
Total Companies

1993

1992

1991

1990

554
25

557
31

547
35

538
43

6
585

5
593

7
589

4
585

15

7

11

15

600

600

600

600

1992
1991
($ millions)
$4,276.8 $4,193.8 $3,820.5
1993

Interest expense
Earnings (loss) before taxes on
income and minority interests
Taxes on income (Note 9)
Earnings (loss) before minority
interests

1,472.5
1,138.3
456.2
244.2

1,632.9
1,306.8
595.6
300.5

1,567.8
1,290.3
530.7
270.0

383.6
207.9
4,427.3
(150.5)
100.7
(49.8)
62.4

—
3,658.8
535.0
76.6
611.6
58.8

3,311.2
509.3
52.8
562.1
53.8

(112.2)
42.6

552.8
195.6

508.3
163.0

(154.8)

357.2

345.3

—

—
—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars except p er share am ounts)
9. Taxes on Incom e
Effective January 1 ,1993, the company adopted SFAS No.
109, “ Accounting for Income Taxes.” It requires an asset
and liability approach for financial accounting and report
ing for deferred income taxes. The cum ulative effect of
this accounting change was a one-time gain of $13.0, or
$.14 per share. Prior year financial statements have not
been restated to apply the provisions of SFAS No. 109. In
conjunction with the spin-off of Cytec, the portion of the
cum ulative effect of this accounting change applicable to
the chem icals business is reflected in discontinued opera
tions. Accordingly, there were gains of $2.4, or $.02 per
share, to continuing operations and $10.6, or $.12 per
share, to discontinued operations.
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Taxes on income are based on earnings (loss) before
taxes on incom e-continuing operations as follows:

Domestic
Foreign

1993
1992
$(305.8) $232.6
193.6
320.2
$(112.2) $552.8

1991
$235.0
273.3
$508.3

The components of the provision (benefit) are:

Current:
Federal
Foreign
Other
Deferred:
Federal
Foreign and other
Total taxes on income

1993

1992

1991

$ 136.6
75.7
34.0
246.3

$ 43.2
108.8
12.8
164.8

$ 25.5
92.0
11.7
129.2

(149.6)
23.9
(54.1)
6.9
(203.7)
30.8
$ 42.6 $195.6

28.8
5.0
33.8
$163.0

Domestic and foreign earnings before taxes on incomecontinuing operations include all income derived from
continuing operations in the respective U.S. and foreign
geographic areas, whereas provisions for taxes on
income include all income taxes payable to U.S., foreign
and other governments as applicable, regardless of the
situs in which the taxable income is generated.
The 1993 provision for income taxes attributable to con
tinuing operations includes a benefit of approximately
$16.1, or $.18 per share, related to the change in tax laws
and rates included in the Omnibus Budget Reconciliation
Act of 1993 (OBRA) signed into law on August 10, 1993.
This benefit was due prim arily to the remeasuring of the
com pany’s dom estic net deferred tax assets in accord
ance with SFAS No. 109 to reflect an increase in the
statutory tax rate.
Deferred income taxes as of December 3 1 ,1993, reflect
the im pact of “ tem porary differences’’ between amounts
of assets and liabilities for financial reporting purposes
and such amounts as measured by tax laws. These
tem porary differences are determined in accordance with
SFAS No. 109 and are more inclusive in nature than
“ tim ing differences’’ as determined under previously

applicable accounting principles. The tem porary differ
ences which give rise to deferred tax assets and liabilities
as of December 3 1 , 1993, are as follows:
Accumulated depreciation
Prepaid pension
Other
Gross deferred tax liabilities
Operating accruals
Inventory
Restructuring accruals
Environmental accruals
Postretirement obligations
Net operating loss carryforwards
Other
Gross deferred tax assets
Deferred tax assets valuation allowance

$ (90.5)
(55.9)
(60.7)
(207.1)
339.5
111.9
139.8
77.2
222.0
75.1
27.2
992.7
(91.6)
$694.0

A valuation allowance is provided when it is more likely
than not that some portion or all of the deferred tax assets
will not be realized. The company has established valuation
allowances prim arily for net operating loss carryforwards
and portions of other deferred tax assets of international
operations, principally in Latin America. Based on the
company’s historical taxable income record, adjusted for
significant nonrecurring items such as the gain on the
sale of the businesses of the Shulton Group in 1990,
management believes it is more likely than not that the
company w ill realize the benefit of the net deferred tax
assets existing at December 31, 1993. Further, manage
ment believes the existing net deductible temporary
differences w ill reverse during periods in which the
company generates net taxable income. There can be no
assurance, however, that the company w ill generate taxa
ble earnings or any specific level of continuing earnings in
the future.
D uring 1993, the deferred tax assets valuation
allowance increased $57.7 due prim arily to acquired
Immunex net operating loss carryforwards.
The financial reporting basis of investments in certain
dom estic and foreign subsidiaries exceeds their tax basis.
In accordance with SFAS No. 109, a deferred tax liability is
not recorded for the excess because the investments are
essentially permanent. A reversal of the company’s plans
to permanently invest in these operations would cause the
excess to become taxable. On December 3 1 ,1993, these
tem porary differences were approxim ately $453.4. A
determ ination of the amount of unrecognized deferred tax
liability related to these investments is not practicable.

Income Taxes

The principal components of deferred tax provisions in
1993 include estim ated litigation costs not currently
deductible for tax purposes, restructuring accruals and
operating accruals.
One of the principal components of deferred tax provi
sions in 1992 and 1991 relates to estimated litigation costs
not currently deductible for tax purposes. The principal
components of deferred tax provisions, other than estimated
litigation costs, in 1992 and 1991 are the excess of tax over
book expenses fo r dep re cia tio n (1992— $4.4 and
1991— $4.7) and employee benefits (1992— $8.5 and
1991— $19.6).
A reconciliation between the company’s effective tax
rate and the U.S. federal income tax rate on earnings (loss)
from continuing operations is as follows;

Federal income tax rate
Immunex acquisition
Income subject to other than the federal
income tax rate
Net operating losses for which no tax
benefit is currently available
Other, net
Effective tax rate

1993 1992 1991
(35.0)% 34.0% 34.0%
—
—
114.8
(64.2)

(1.4)

(2.6)

7.7
.4
1.1
2.4
14.6
(.4)
37.9 % 35.4% 32.1%

There was no significant tax benefit available on the
one-time charge of $383.6 resulting from the Immunex
acquisition which significantly increased the 1993 effec
tive tax rate. Other factors affecting the effective tax rate in
1993 compared to 1992 include a change in the mix of
income among taxing jurisdictions and the passage of
OBRA. Factors affecting the effective tax rate in 1992 com
pared to 1991 relate prim arily to a change in the mix of
income among taxing jurisdictions.
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CABOT CORPORATION (SEP)
1993

1992

1991

($000)
Revenues:
Net sales and other
operating revenues
Interest and dividend
income
Total revenues
Costs and expenses:
Cost of sales
Selling and
administrative expenses
Research and technical
service
Interest expense
Loss on Specialty
Chemicals and
Materials Group
restructuring
Gain on resolution of
matters from divested
energy businesses
Other charges, net
Total costs and
expenses
Income from continuing
operations before
income taxes
Provision for income taxes
(Note K)
Equity in net income of
affiliated companies
Income from continuing
operations

$1,614,315 $1,556,986 $1,482,089
4,225
1,618,540

5,217
1,562,203

5,906
1,487,995

1,211,655

1,151,063

1,132,526

204,804

210,213

204,669

45,651
44,043

37,470
41,714

37,668
38,661

(14,177)
11,264

5,144

12,109

1,550,640

1,445,604

1,425,633

67,900

116,599

62,362

(30,699)

(54,549)

(31,054)

209

173

8,517

37,410

62,223

39,825

47,400

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A (In Part): Significant Accounting Policies
Income Taxes
In the fourth quarter of 1993, the Company adopted State
ment of Financial Accounting Standards (SFAS) No. 109,
“Accounting for income Taxes,” retroactive to October 1,
1992. Under the new method, deferred income taxes are
provided based on the estimated future tax effects of
d iffe re n ce s betw een fin a n c ia l statem ent ca rryin g
amounts and the tax bases of existing assets and liabili
ties. Provisions are made for the U.S. income tax liability
on earnings of foreign subsidiaries, except for locations
where the Company has designated earnings to be
perm anently invested.
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K. Incom e Taxes
In the fourth quarter of 1993, the Company adopted State
ment of Financial Accounting Standards (SFAS) No. 109,
“ Accounting for income Taxes,” retroactive to October 1,
1992. The Company recognized the cum ulative effect of
adoption in its restated first quarter, resulting in an
increase to net income for the year ended September 30,
1993 of approximately $17.1 m illion.
Income before income taxes and the cum ulative effect
of accounting changes was as follows:

Years ended September 30,
1991
1993
1992

(Dollars in thousands)
Domestic
Foreign
Total

$32,780 $ 56,964 $27,067
35,120
59,635 35,295
$67,900 $116,599 $62,362

A summary of taxes on income is as follows:
Years ended September 30,
1991
1992
1993

(Dollars in thousands)
U.S. federal and state:
Current
Deferred
Total
Foreign:
Current
Deferred
Total

$16,798 $ 10,865 $ 7,897
3,007
14,720
(5,305)
$10,904
$11,493 $ 25,585
26,077
(6,871)
19,206
$30,699 $

20,002 16,367
3,783
8,962
28,964 20,150
54,549 $31,054

The provision for income taxes at the Company’s effective
tax rate differed from the provision for income taxes at the
statutory rate as follows:
Years ended September 30,
1991
1992
1993

(Dollars in thousands)
Computed tax expense at the
expected statutory rate
Foreign income:
Impact of taxation at different
rates, repatriation and other
Impact of foreign losses for
which a current tax benefit
is not available
State taxes, net of federal effect
Amortization of assets not
deductible
Foreign sales corporation
Increase in U.S. tax rate
Other, net
Provision for income taxes

$23,596

$39,644

$21,203

2,412

3,423

1,591

2,158
407

4,023
2,105

4,922
1,794

763
592
(19)
—
(650)
(1,000)
—
—
(812)
781
3,957
5,412
$30,699 $54,549 $31,054

Significant components of deferred income taxes at Sep
tem ber 3 0 , 1993 were as follows:
Deferred Tax
Liabilities

Deferred
Tax Assets

(Dollars in thousands)
Property, plant and equipment
Pension and other benefits
Environmental issues
Restructuring charges
Deferred revenue and accrued gas
contracts costs
State and local taxes
Net operating loss and other tax
carryforwards
Other
Subtotal
Valuation allowances
Total

$ 68,560
7,412
40
2,381

$ 24,698
40,199
13,207
13,964
16,899
6,097

—
—

13,073
20,943
149,080
(10,516)
$138,564

—

100,287
178,680
—
$178,680

The net change in the valuation allowance for deferred tax
assets in 1993 was an increase of $80,000. The change
relates prim arily to foreign net operating losses generated
in the current year. The major component of the valuation
allowance at September 30, 1993 relates to the uncer
tainty of realizing certain foreign and state deferred
tax assets.
For 1992 and 1991, the deferred tax provisions, com
puted in accordance with Accounting Principles Board
Opinion No. 11, represent the effects of tim ing differences
between financial and income tax reporting. The signifi
cant components giving rise to the tim ing differences for
1992 and 1991 were:
Years ended
September 30,
1991
1992

(Dollars in thousands)
Depreciation, depletion and amortization
Sale of investments
Undistributed earnings from affiliates
Accrued reorganization
Inventory items
Deferred revenue and accrued gas
contract costs
Pension and benefits
Ceramics restructuring
Environmental issues
Other, net
Total deferred provision

$ 5,832
2,455
2,247
2,166
374

$ 4,737
567

342
(308)

(5,270)
4,471
2,140
(1,741)
4,777
$ 6,790

—

(530)
11,104
$23,682

—

(1,925)
(966)

Income Taxes

Approximately $65,468,000 of net operating losses and
other tax carryforwards remained at September 3 0 , 1993,
$21,263,000 of which expire in the years 1994 through
1998, and $44,205,000 of which can be carried forward
indefinitely. The benefits of these carryforwards are
dependent on taxable income during the carryforward
period in those foreign jurisdictions wherein they arose,
and accordingly, a valuation allowance has been provided
where management has determined that it is more likely
than not that the carryforwards w ill not be utilized. Addi
tionally there are $22,224,000 of net operating losses in
U.S. state jurisdictions which w ill expire in the years 1997
through 2007. Where appropriate, a valuation allowance
has been provided against the tax benefits of these state
loss carryforwards.
United States income tax returns for fiscal years 1988
and 1989 are currently under examination by the Internal
Revenue Service. Assessments, if any, are not expected
to have a m aterial adverse effect on the financial
statements.
Foreign earnings of $33.3 m illion are considered perma
nently invested outside the United States. Repatriation of
these earnings to the United States would result in addi
tional taxes of approximately $1.5 m illion.
Cash paid for income taxes during 1993,1992 and 1991
totalled $25,934,000, $28,518,000 and $45,926,000,
respectively.
CERIDIAN CORPORATION (DEC)
1993

1992

1991

($ millions)
Revenue
Product sales
$442.0 $392.7 $303.4
Services
444.1
437.6
459.6
Total
886.1
830.3
763.0
Cost of revenue
Product sales
353.1
316.4
231.0
Services
252.9
258.7
257.5
Total
606.0
575.1
488.5
Gross profit
280.1
255.2
274.5
Operating expenses
Selling, general and administrative
178.1
164.5
173.5
Technical expense
48.6
46.9
46.2
Other expense (income)
(3.5)
2.1
(6.9)
Restructure loss (gain)
67.0
76.2
(16.2)
Earnings (Loss) before interest and taxes (10.1) (25.5)
68.9
Interest income
8.3
17.8
22.1
Interest expense
(16.4)
(16.3)
(20.8)
Earnings (Loss) before income taxes
(18.2) (24.0)
70.2
Income tax provision
3.8
5.1
4.1
Earnings (Loss) from continuing
operations
(22.0) (29.1)
66.1
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except p e r share data)
A (In Part): Accounting Policies

Income Taxes
The provision for income taxes is based on income recog
nized for financial statement purposes and includes the
effects of tem porary differences between such income
and that recognized for tax return purposes. The adoption
of FAS 109, “ Accounting for Income Taxes,” effective
January 1 ,1993, did not have a material effect on the Com
pany’s financial position or results of operations. The
Company and its eligible subsidiaries file a consolidated
U.S. federal income tax return. Certain subsidiaries which
are consolidated for financial reporting are not eligible to
be included in the consolidated U.S. federal income tax
return and separate provisions for income taxes have
been determined for these entities. The losses from U.S.
operations during the past three years have not provided
a tax benefit.
Except for selective dividends, Ceridian intends to rein
vest the unremitted earnings of its non-U.S. subsidiaries
and postpone their rem ittance indefinitely. Accordingly,
no provision for U.S. income taxes was required on such
earnings during the three years ended December 3 1 ,1993.
D. incom e Taxes
The cum ulative amount of undistributed earnings of inter
national subsidiaries for which U.S. income taxes have not
been provided was approximately $15.6 at December 31,
1993. It is not practical to estimate the amount of unrecog
nized deferred U.S. taxes on these undistributed earnings.
In October 1993, Ceridian received $35.5 from the Inter
nal Revenue Service representing a refund of taxes and
related interest determined to be owed to the Company as
a result of the audit of Ceridian’s U.S. income tax returns
for the years 1978-1987. Of that amount, $10.8 was paid by
Ceridian to or on behalf of third parties in accordance with
the tax sharing agreements relating to past restructuring
actions, $10.0 was recorded in accrued taxes and the
remaining $14.7 was recorded as a restructuring gain.
Under tax sharing agreements existing at the tim e of the
disposition of certain form er operations of the Company,
Ceridian remains subject to income tax audits in various
jurisdictions for the years 1985-1992. Ceridian considers
its tax accruals adequate to cover any U.S. and international
tax deficiencies not recoverable through deductions in
future years.
The Company has U.S. net operating loss carryforwards,
future tax deductions and general business tax credits of
$1,006.9, $337.8 and $26.0, respectively, which w ill be
available to offset substantially all of its earnings during
the carryforward period. The tax benefits of these items
are reflected in the accompanying table of deferred tax
assets and liabilities. If not used, these carryforwards
begin to expire in 1997. U.S. tax rules impose lim itations on
the use of net operating losses following certain changes
in ownership. If such a change were to occur, the lim itation
could reduce the amount of these benefits that would be
available to offset future taxable income each year, start
ing with the year of ownership change.
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Components of Earnings and Taxes
Earnings (Loss) Before income Taxes
U.S.
International
Total
Income Tax Provision (Benefit)
Current
U.S.
International
State and other
Deferred
international
Total
Effective Rate Reconciliation
U.S. statutory rate
Income tax provision (benefit) at U.S.
statutory rate
International rate differences
State income taxes, net
Losses for which no tax benefit
was provided
Utilization of loss carryforwards
income tax provision
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1993

1992

1991

$(27.3)
9.1
$(18.2)

$(39.3)
15.3
$(24.0)

$63.0
7.2
$70.2

$

2.6
0.6
3.2

0.6
$ 3.8
1993
35%

$

2.7
0.5
3.2

1.9
$ 5.1
1992
34%

$

0.9
0.6
1.5

2.6
$ 4.1
1991
34%

$ (6.4)
(0.8)
0.6

$ (8.2)
(0.6)
0.5

$23.9
0.5
0.6

10.4

13.4

—

—

0.1
(21.0)
$ 4.1

$ 3.8

$ 5.1

Tax Effect of Items That Comprise a Significant Portion of
Deferred Tax Assets and Liabilities at December 3 1 , 1993

Item Description
Net operating loss carryforwards
Restructuring and other accruals
International
Other
Total
Less valuation allowance
Deferred income taxes

Deferred
Tax Asset
$ 392.4
95.9

Deferred Tax
Liability
$ (6.4)

35.7
524.0
(524.0)
$
-

(6.4)
$ (6.4)

The net deferred tax asset at December 3 1 , 1993, is fu lly
offset by a valuation allowance. The amount of the valua
tion allowance w ill be reviewed annually.

EAGLE-PICHER INDUSTRIES, INC. (NOV)
1993

1992

1991

($000)
661,452

$611,458

$598,631

548,605
69,093
617,698
43,754

497,341
67,557
564,898
46,560

510,736
69,046
579,782
18,849

(1,135,500)

_

_

$
Net Sales
Operating Costs and Expenses
Cost of products sold
Selling and administrative
Operating Income
Provision for asbestos
litigation
Provision for environmental
and other claims
Loss on disposition of
operations
Interest expense (contractual
interest of $9,369 in 1993,
$10,193 in 1992 and
$12,624 in 1991)
Other expense
Income (Loss) Before
Reorganization Items,
Income Taxes and
Cumulative Effect of
Accounting Change
Reorganization Items
Income (Loss) Before Income
Taxes and Cumulative Effect
of Accounting Change
Income Taxes
Income (Loss) Before
Cumulative Effect of
Accounting Change

(41,436)

(2,000)

_

_

(500)
(12,326)

(2,070)
(174)

(2,691)
(945)

(5,873)
(938)

(1,135,426)
(4,344)

40,924
(9,038)

(788)
(12,124)

(1,139,770)
5,000

31,886
3,000

(12,912)
2,900

(1,144,770)

28,886

(15,812)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Significant Accounting Policies
Income Taxes
Effective December 1 , 1992, the Company implemented
the provisions of Statement of Financial Accounting
Standards No. 109 (“ FAS 109” ), “ Accounting for income
Taxes,” w hich changes the criteria for recognizing
deferred tax assets on the balance sheet. In 1992 and
1991, the Company accounted for income taxes in accord
ance w ith the provisions of Statem ent of Financial
Accounting Standards No. 96 (“ FAS 96” ), “Accounting for
Income Taxes.”

Income Taxes

G. Incom e Taxes
The Company adopted FAS 109 in 1993. Like FAS 96, FAS
109 is an asset and liability method for accounting for
income taxes. Generally, FAS 109 allows for at least the
partial recognition of deferred tax assets in the current
period for the future benefit of net operating loss carry
forwards and items for which expenses have been recog
nized for financial statem ent purposes, but w ill be
deductible in future periods. Generally, FAS 96 prohibited
any consideration of future events in calculating deferred
tax assets. Given the uncertainties surrounding the
chapter 11 case, the Company does not believe that
recognition of a significant portion of the deferred tax
assets relating to the asbestos liability is appropriate at
this time. Accordingly, a significant valuation allowance
was provided at the tim e of adoption. As a result, the
cum ulative effect of this change in accounting for income
taxes was not material and prior year financial statements
have not been restated to apply the provisions of FAS 109.
The effect of adopting FAS 109 on quarterly results in 1993
was also not material.
Total income tax benefit for the year ended Novem
ber 3 0 , 1993 of $1,490,000 consists of $5,000,000 expense
from operations and $6,490,000 tax benefit of the cumula
tive effect of the change in accounting for postretirem ent
benefits. The following is a summary of the components of
income taxes (benefit) from operations:
1993

1992

1991
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Components of deferred tax balances as of November 30,
1993 are as follows:

(In thousands of dollars)
Deferred tax liabilities:
Property, plant and equipment
Prepaid pension
Other
Total deferred tax liabilities
Deferred tax assets;
Asbestos liability
Accrued liabilities (including amounts subject
to compromise)
Postretirement benefit liability
Other
Total deferred tax assets
Valuation allowance
Net deferred tax assets

$ (6,863)
(2,457)
(3,866)
(13,186)
525,010
25,742
7,073
4,848
562,673
(519,563)
$ 29,924

A significant portion of the net deferred tax asset at
November 3 0 , 1993 is expected to be recovered through
the carryback of amounts which w ill become deductible
when paid.
The differences between the total income tax expense
from operations and the income tax expense (benefit)
com puted using the Federal incom e tax rate were
as follows:

(In thousands of dollars)
Federal— current
— deferred
Foreign
State and local

$ 12,500 $ 4,200 $ 900
(11,800) (4,600)
100
2,700
2,700
2,300
1,600
(400)
700
$ 5,000 $3,000 $2,900

The significant components of deferred income tax
expense (benefit) attributable to income from operations
are as follows:
1993

1992

1991

(In thousands of dollars)
Asbestos litigation, net of
insurance proceeds
Change in valuation allowance
Environmental and other claims
Utilization of accounting loss
carryforward
Accounting losses for which
deferred Federal income tax
benefits could not be recognized
Change in Federal income tax rate
Utilization (reversal) of tax credits
Liquidated operations
Depreciation
Other
Deferred tax expense (benefit)

$(397,500) $(1,300) $1,500
—
—
404,900
(14,500)
—
—
(8,300)
—
—
6,100
—
—
(3,800)
1,300
4,100
(2,000)
400
2,300
(3,600)
(1,100) (2,300) (1,200)
(1,500)
900
(700)
$ (11,800) $(4,600) $ 100

1993

1992

1991

(In thousands of dollars)
Computed “ expected” tax
expense (benefit)
$(398,900) $10,800 $(4,400)
404,900
Change in valuation allowance
Utilization of accounting loss
carryforward
(8,300)
Accounting losses for which
deferred Federal income tax
benefits could not be recognized
6,100
(3,800)
Change in Federal income tax rate
Tax rate differential
1,300
600
600
Other
1,500
(100)
600
Total income tax expense
5,000 $ 3,000 $ 2,900
The Company received tax refunds in 1992 and 1991 of
$1,400,000 and $17,500,000, respectively. The Company
paid income taxes in 1993,1992 and 1991 of $16,500,000,
$11,300,000, and $4,700,000, respectively.
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GEORGIA-PACIFIC CORPORATION (DEC)
1993

1992

1991

($ millions)
$12,330 $11,847 $11,524
Net sales
Costs and expenses
9,164
9,814
9,397
Cost of sales
1,137
1,190
1,170
Selling, general and administrative
724
Depreciation and depletion
764
789
584
513
565
Interest
—
(344)
Other (income) loss
26
Total costs and expenses
12,307
11,265
11,921
Income (loss) before income taxes,
extraordinary item and accounting
changes
23
(74)
259
Provision (benefit) for income taxes
41
(14)
293
(Loss) before extraordinary item and
accounting changes
(34)
(60)
(18)
Extraordinary item— loss from early
retirement of debt, net of taxes
(45)
(16)
(9)
Cumulative effect of accounting
changes, net of taxes
—
(55)
(63)
Net (loss)
$ (34) $ (124) $ (142)
Note 6. Incom e Taxes
Effective January 1992, the Corporation changed its
method of accounting for income taxes from the deferred
method to the liability method required by Financial
Accounting Standard Num ber 109, “ Accounting for
Income Taxes” (“ FAS 109” ). The cum ulative effect of
adopting FAS 109 as of January 1 , 1992 was to increase
the net loss by $55 million. Prior years’ financial statements
were not restated to reflect the provisions of FAS 109.
The provision (benefit) for income taxes includes
income taxes currently payable and those deferred
because of tem porary differences between the financial
statement and tax bases of assets and liabilities. The pro
vision (benefit) for income taxes consists of the following:

Year ended December 31
1993
1992
1991

(Millions)
Federal income taxes:
Current
Deferred
State income taxes;
Current
Deferred
Provision (benefit) for income taxes
Income taxes paid, net of refunds

$128
(89)

$105
(117)

$277
(21)

17
(15)
$ 41

14
(16)
$ (14)

41
(4)
$293

$300

$ 68

$273

Income taxes paid includes payments to the Internal Rev
enue Service (IRS) of approximately $205 m illion In 1993
to resolve all pending income tax issues for the years 1981
through 1988 for Georgia-Pacific Corporation and sub
stantially all issues for the years 1982 through 1984 for
Great Northern Nekoosa Corporation (GNN). Income
taxes paid for 1991 include approximately $275 m illion of
payments associated with asset sales.

Included in Taxes Payable in the accompanying balance
sheet are amounts the Corporation expects to pay in 1994
to resolve the remaining income tax issues for GNN for
the years 1982 through 1984 and for Georgia-Pacific
Corporation for the years 1989 through 1990. These
amounts are offset by the tax benefit related to the deduc
tib ility of interest paid in 1993. In addition, the IRS is
currently examining GNN’s federal income tax returns for
the years 1985 through 1990. The IRS has proposed
certain adjustments, some of which are being contested
by the Corporation. In the opinion of management, adjust
ments resulting from these examinations w ill not have a
material adverse effect on the Corporation’s financial
condition.
The difference between the statutory federal income tax
rate on income (loss) before income taxes, extraordinary
item and accounting changes and the Corporation’s effec
tive income tax rate is summarized as follows:

Statutory federal income tax rate
State income tax, net of federal benefit
Permanent differences resulting from
purchase accounting:
Goodwill
Other
Permanent differences on assets sold
Foreign loss producing no tax benefit
Tax rate increase
Foreign sales corporation
Interest on tax audits
Percentage depletion
Life insurance, net
Dividends— nonvested LTIP shares
Meals and entertainment disallowance
Other
Effective income tax rate

Year ended December 31
1992
1991
1993
35.0% (34.0)% 34.0%
4.0
(4.0)
4.0
99.7

30.2

—

—

(101.7)
14.7
143.2
(10.1)

—

8.7
19.6
52.2

—

—

—

—

(7.9)

(2.0)
—
—
(5.4)
(3.9) (1.5)
(.4)
(5.0) (1.8)
(.5)
(3.7) (1.4)
(.3)
.4
4.9
1.7
2.8
1.2
(.2)
178.3% (18.9)% 113.1%

As a result of the Revenue Reconciliation Act of 1993, the
Corporation incurred after-tax charges of $34 m illion due
to the one percent increase in the corporate income tax
rate and $14 m illion related to the cash bonus portion of its
long-term incentive program due to the increase in the
marginal individual income tax rate.
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Income Taxes

FAS 109 requires recognition of deferred tax liabilities
and assets for the expected future tax consequences of
events that have been included in the financial statements
or tax returns. The components of the net deferred tax lia
bility are as follows:
Year ended
December 31
1993
1992

(Millions)
Deferred tax asset;
Compensation related accruals
Other accruals
Other
Valuation allowance

$

303
83
81
467
—

467
Deferred tax liability:
Property, plant and equipment
Timber and timberlands
Other
Deferred tax liability, net

$

281
86
61
428
—
428

(1,333) (1,392)
(167)
(161)
(62)
(77)
(1,562) (1,630)
$(1,095) $(1,202)

As of December 31, 1993, the net deferred tax liability
includes alternative minimum tax credit carryforwards of
$48 m illion which may be utilized to offset future tax liabili
ties to the extent that the Corporation’s regular tax liability
exceeds the alternative minimum tax liability.
During 1991, the provision for income taxes was based
on pretax financial income which differs from taxable
income. Deferred income taxes were provided for signifi
cant tim ing differences between revenue and expenses
for tax and financial statement purposes. Following is a
summary of the significant components of the deferred
tax (benefit):
Year ended
December 31,
1991

(Millions)
Tax (under) financial depreciation and depletion
Liability accruals and write-down of certain assets
Compensation expense
Financing costs
Other
Deferred tax (benefit)

$ (5)
41
(52)
( 1)
(8)
$(25)

JOHNSON & JOHNSON (DEC)
1993

1992

1991

($ millions)
Sales to customers
Cost of products sold
Selling, marketing and
administrative expenses
Research expense
Interest income
Interest expense, net of portion
capitalized
Other expense, net
Earnings before provision for taxes
on income and cumulative effect
of accounting changes
Provision for taxes on income
(Note 6)
Earnings before cumulative effect of
accounting changes

$14,138

$13,753

$12,447

4,791

4,678

4,204

5,771
1,182
(80)

5,671
1,127
(93)

5,099
980
(88)

126
16
11,806

124
39
11,546

129
85
10,409

2,332

2,207

2,038

545

582

577

1,787

1,625

1,461

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Incom e Taxes
The provision for taxes on income consists of:

1993

1992

1991

(Dollars in Millions)
Currently payable;
U.S. taxes on domestic income
U.S. taxes on international income
International taxes
U.S. state and local taxes
Deferred:
U.S. taxes
International taxes

$190 $179 $121
15
(1) (14)
403
345
440
22
23
30
564
590
599
(26) (29) (21)
7
21
(1)
(19)
(8) (22)
$545 $582 $577

Deferred taxes result from the effect of transactions which
are recognized in different periods for financial and tax
reporting purposes and relate prim arily to employee
benefits, depreciation and other valuation allowances.
Effective December 3 0 ,1991, the Company adopted the
provisions of Statement of Financial Accounting Standards
(SFAS) No. 109, “Accounting for Income Taxes.” The
cum ulative effect of $35 m illion, or $.05 per share, is
reported as a one-time charge in the 1992 Consolidated
Statement of Earnings. Prior years’ financial statements
have not been restated to apply the provisions of SFAS No.
109. The standard requires a change from the deferred to
the liability method of com puting deferred income taxes.
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Deferred income taxes are recognized for tax conse
quences of “ tem porary differences’’ by applying enacted
statutory tax rates, applicable to future years, to differ
ences between the financial reporting and the tax basis of
existing assets and liabilities.
Temporary differences and carryforwards for 1993 are
as follows:
Deferred Tax
Asset Liability
(Dollars In millions)
$ 248 $
—
108
20
120
—
151
—
99
—
63
—
192
—
95
116
11
58
170
$1,106
$345

Postretirement benefits
Postemployment benefits
Employee benefit plans
Depreciation
Alternative minimum tax credits
International R&D capitalized for tax
Reserves & liabilities
Income reported for tax purposes
Miscellaneous international
Miscellaneous U.S.
Total deferred income taxes

A comparison of income tax expense at the federal statutory rate of 35% in 1993 and 34% in 1992 and 1991 to the
Company’s provision for taxes on income is as follows;
1993
1992
1991
(Dollars in millions)
Earnings before taxes on income:
U.S.
International
Worldwide

$1,006
1,326
$2,332

Statutory taxes
Puerto Rico operations
Research tax credits
Domestic state and local
International subsidiaries
All other
Provision for taxes on income

$ 816
(170)
(17)
18
(113)
11
$ 545 $

Effective tax rate

23.4%

$ 863
1,344
$2,207

$ 797
1,241
$2,038

750
(159)
(7)
15
(37)
20
582 $

693
(158)
(18)
15
32
13
577

26.4%

28.3%

The reduction in the 1993 worldwide effective tax rate was
prim arily due to a lower international effective tax rate
resulting from a greater proportion of taxable income
derived from lower tax rate countries. The effective tax
rate was also favorably impacted by the Omnibus Budget
Reconciliation Act of 1993, which extended the research
tax credit retroactively from July 1992.
For 1993, the Company has subsidiaries operating in
Puerto Rico under a grant for tax relief expiring December
31,2007. The Omnibus Budget Reconciliation Act of 1993
includes a change in the tax code which w ill gradually
reduce the benefit the Company receives from its opera
tions in Puerto Rico by 60% over the next five years. This
legislation w ill have an unfavorable im pact on the Com
pany’s effective tax rate of 2 to 3 percentage points.

POTLATCH CORPORATION (DEC)
1993

1992
1991
($000)
$1,368,854 $1,326,612 $1,236,988

Net Sales
Costs and expenses:
Depreciation, amortization
and cost of fee timber
123,544
harvested
Materials, labor and
other operating
1,064,260
expenses
Selling, general and
administrative expenses
83,958
1,271,762
97,092
Earnings from operations
Interest expense, net of
capitalized interest of
$6,384 ($16,581 in 1992
(46,230)
and $14,375 in 1991)
Interest and dividend
1,352
income
Other income
12,790
(expense), net
Earnings before taxes on
income and cumulative
effect of accounting
65,004
changes
Provision for taxes on
26,665
income (Note 4)
Earnings before cumulative
effect of accounting
38,339
changes

107,165

96,924

1,006,887

945,888

83,409
1,197,461
129,151

74,998
1,117,810
119,178

(34,902)

(28,882)

3,790

5,493

26,575

(10,594)

124,614

85,195

45,700

29,393

78,914

55,802

NOTES TO FINANCIAL STATEMENTS
4. Taxes on Incom e
Effective January 1 , 1993, the company adopted the provi
sions of Statement of Financial Accounting Standards
(SFAS) No. 109, Accounting for Income Taxes. The state
ment requires the liability method for recording differences
in financial and taxable income with an initial adjustm ent
of deferred tax balances from prior years to reflect the tax
rates in effect at adoption. The company recorded the
cum ulative effect of the above-mentioned adjustm ent in
the first quarter of 1993, which increased income by
$43.8 m illion or $1.50 per share. Prior years’ financial
statements were not restated.
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Income Taxes

Under the provisions of SFAS No. 109, the effect of a
change in tax laws or rates is included in income in the
period the change is enacted and includes a cum ulative
recalculation of deferred tax balances based on the new
tax laws or rates in effect. Such a change occurred in the
third quarter of 1993 w ith the enactment of the Omnibus
Budget Reconciliation Act of 1993, which increased the
statutory federal tax rate from 34 percent to 35 percent
retroactive to January 1 , 1993. In addition to the effect of
the tax increase on 1993 earnings, the provision for taxes
on income for 1993 includes $3.2 m illion of expense for
the effect of the tax increase on beginning of the year
deferred tax balances.
Significant components of the provision for taxes
on income:
1993

1992

1991

(Dollars In thousands)
Current:
Federal
State
Total current
Deferred:
Depreciation
Alternative minimum tax
Pension costs
Postretirement benefits and
related funding
Net operating loss
Federal tax rate change
Other
Total deferred
Provision for taxes on income

$ 15,311
1,646
16,957

$31,689
5,874
37,563

$23,011
4,593
27,604

26,139
(15,222)
2,803

12,694
(2,000)
(1,357)

10,115
(4,375)
(4,204)

(4,943) (1,332)
(108)
—
—
(1,897)
—
—
3,245
(417)
132
361
8,137
9,708
1,789
$ 26,665 $45,700 $29,393

The provision for taxes on income differs from the amount
computed by applying the statutory federal income tax
rate (35 percent in 1993 and 34 percent 1992 and 1991) to
earning before taxes on income and cum ulative effect of
accounting changes due to the following:
1993

1992

1991

(Dollars In thousands)
Computed “ expected” tax expense
State and local taxes, net of federal
income tax benefits
Federal tax rate change
All other items
Provision for taxes on income
Effective tax rate

$22,751

$42,369

$28,966

2,695
5,335
3,913
—
—
3,245
(2,026) (2,024)
(3,486)
$26,665 $45,700 $29,393
41.0%
36.7%
34.5%

Principal current and noncurrent deferred tax assets and
liabilities at December 31:
1993

(Dollars in thousands)
Current deferred tax assets:
Employee benefits
Inventories
Net operating loss
Other
Total current asset(1
)
Noncurrent deferred tax assets (liabilities):
Postretirement benefits
Alternative minimum tax
Depreciation
Other, net
Total net noncurrent liability
Net deferred tax liability

$ 15,523
2,289
1,897
1,284
20,993
37,745
21,481
(198,498)
(1.182)
(140,454)
$(119,461)

Included in Prepaid expenses in the Balance Sheets.
Noncurrent deferred tax assets at December 3 1 ,1993, are
net of an $8.1 m illion valuation allowance. Based on the
com pany’s history of operating earnings and its expecta
tions for the future, management has determined that
operating income w ill more likely than not be sufficient to
recognize fully all other deferred tax assets.
Deferred income taxes of $225.4 m illion at December
31, 1992, resulted principally from using accelerated
depreciation for federal tax purposes. Prepaid expenses
include the tax effects of other tim ing differences in the
amount of $27.3 m illion at December 3 1 , 1992.
The com pany’s federal income tax returns have been
examined and settlem ents have been reached for all
years through 1986, except a petition which has been filed
with the U.S. Tax Court regarding the deductibility of cer
tain expenses on the company’s 1985 federal income tax
return. Assessments made for the years 1987 through
1988 are presently being negotiated at the appellate level.
The company believes that adequate provision has been
made for possible assessments of additional taxes.
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Incom e Taxes
The provisions for income taxes consisted of the following:

RALSTON PURINA COMPANY (SEP)
1991
1992
($ millions)
$7,902.2 $7,752.4 $7,375.8
1993

Net Sales
Costs and Expenses
Cost of products sold
Selling, general and
administrative
Advertising and promotion
Interest
Gain on sale of assets
Provisions for restructuring,
environmental costs and
litigation settlement
Other (income)/expense, net
Earnings before Income Taxes,
Extraordinary Item and
Cumulative Effect of
Accounting Changes
Income Taxes
Earnings before Extraordinary
Item and Cumulative Effect of
Accounting Changes

4,322.0

4,223.1

3,974.3

1,879.8
875.5
238.1

1,784.9
931.3
242.9
(41.5)

1,643.3
870.5
208.7

6.4
7,321.8

79.0
(9.4)
7,210.3

45.9
(14.7)
6,728.0

580.4
239.1

542.1
221.4

647.8
255.9

—

Currently payable
United States
State
Foreign
Total current
Deferred
United States
State
Foreign
Total deferred
Income taxes before extraordinary
item and cumulative effect of
accounting changes

1993

1992

1991

$173.8
21.6
37.6
233.0

$177.9
19.3
34.0
231.2

$185.4
21.2
39.5
246.1

(9.9)
(1.3)
17.3
6.1

(13.6)

17.1

—

—

3.8
(9.8)

(7.3)
9.8

$221.4

$255.9

1993
$450.0
130.4

1992
$478.0
64.1

1991
$529.2
118.6

$580.4

$542.1

$647.8

$239.1

The source of pretax earnings follows:

341.3

320.7

391.9

NOTES TO FINANCIAL STATEMENTS
(D ollars in m illions, except per share data)
Summary o f Accounting Policies (in Part)

income Taxes
The Company adopted Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes” (FAS
109) effective October 1 , 1992. FAS 109 requires the liabil
ity method of accounting for income taxes. The impact of
this change is discussed in the Income Taxes note to
financial statements. Deferred income taxes are recognized
for the effect of tem porary differences between financial
and tax reporting. No additional U.S. taxes have been
provided on earnings of foreign subsidiaries expected to
be reinvested indefinitely. Additional income taxes are
provided, however, on planned repatriations of foreign
earnings after taking into account tax-exempt earnings
and applicable foreign tax credits.

United States
Foreign
Pretax earnings before extraordinary
item and cumulative effect of
accounting changes

On August 1 0 ,1993, the Omnibus Budget Reconciliation
Act of 1993 was signed into law. As a result, the federal
statutory income tax rate was retroactively increased by
1% to 35% . For the Company, U.S. taxable income for
fiscal 1993 is taxable at 34.75%. This resulted in a $4.3
increase in income tax provision for the year. There was
no material impact on deferred tax assets and liabilities.
Income taxes were 41.2%, 40.8% and 39.5% of pretax
earnings in 1993,1992 and 1991, respectively. A reconcili
ation of income taxes w ith the amounts computed at the
statutory federal rate follows:
1991
1993
1992
Computed tax at federal statutory rate
(34.75% in 1993 and 34% in
$201.7 $184.3 $220.3
1992 and 1991)
State income taxes, net of federal
14.0
13.2
12.7
tax benefit
Foreign tax in excess of (less than)
9.6
23.9
domestic rate
(.1)
7.0
22.4
6.0
Taxes on repatriation of foreign earnings
14.7
(7.8)
(5.5)
Other, net
$239.1 $221.4 $255.9
The tax benefit related to the extraordinary loss on early
retirem ent of debt was $7.6 in 1993 and $4.7 in 1992.

Income Taxes

Effective October 1, 1992, the Company adopted FAS
109 which requires the Company to change its method of
accounting for income taxes from the deferred method to
the liability method. FAS 109 was adopted on a prospec
tive basis and amounts presented for prior years were not
restated. The cum ulative effect of the adoption as of
October 1 , 1992 was a $35.0 decrease in prior years’ net
earnings. The effect of the adoption on the 1993 income
tax provision was an increase of $6.0.
The deferred tax assets and deferred tax liabilities
recorded on the balance sheet as of September 3 0 , 1993
are as follows:

Current:
Accrued liabilities
Other items
Noncurrent:
Depreciaton
Other property basis differences
Postretirement benefits other
than pensions
Pension plans
Self-insurance
Tax loss carryforwards and
tax credits
Intangible assets
Other items
Valuation Allowance
Total deferred taxes

Deferred Tax
Assets

Deferred Tax
Liabilities

$ 69.0
11.2
80.2

$ 2.6
2.6
240.3
68.6

164.8
49.5
50.6
44.8
20.5
35.4
316.1
(44.6)
$351.7

62.6
421.0
$423.6
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TANDEM COM PUTERS INCORPORATED (SEP)
1993

1992
($000)

1991

Revenues
$1,651,597 $1,665,695 $1,551,065
Product revenues
Service and other
revenues
379,363
371,222
371,114
Total revenues
2,030,960
2,036,917
1,922,179
Costs and expenses
Cost of product
revenues
622,640
574,841
501,707
Cost of service and
263,414
254,897
256,200
other revenues
Research and
development
313,298
285,117
266,627
Marketing, general,
847,047
851,477
838,504
and administrative
Restructuring charges
451,000
106,000
—
2,497,399
2,072,332
1,863,038
Total costs and expenses
Operating income (loss)
(466,439)
(35,415)
59,141
Interest income
18,985
17,562
21,396
Interest expense
(15,685)
(17,583)
(19,514)
Income (loss) before
income taxes and
cumulative effect of
change in accounting
for income taxes
(463,139)
(31,602)
57,189
Provision for income taxes
66,959
9,582
22,018
Income (loss) before
cumulative effect of
accounting change
(41,184)
35,171
(530,098)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Tax loss carryforwards and tax credits totaling $3.2
expired in 1993. Future expiration of tax loss carry
forwards, if not utilized, are as follows: 1994, $3.5; 1995,
$5.3; 1996, $6.1; 1997, $14.1; thereafter or no expiration,
$10.6. The valuation allowance is prim arily attributed to
certain tax loss carryforwards and tax credits outside the
U.S. The valuation allowance increased in 1993 by $4.7.
At September 3 0 , 1993, $69.0 of foreign subsidiary net
earnings was considered permanently invested in those
businesses. Accordingly, U.S. income taxes have not
been provided for such earnings. It is not practicable to
determine the amount of unrecognized deferred tax liabili
ties associated with such earnings.

Summary o f S ignificant Accounting Policies (In Part)

Income Taxes
The Company accounts for research and development
tax credits as a reduction of the provision for income taxes
in the year in which the credits are realized. In general, the
Company’s practice is to provide U.S. federal taxes on
undistributed international earnings.
Effective October 1 , 1992, the Company adopted State
ment of Financial Accounting Standards No. 109 (SFAS
No. 109), “Accounting for Income Taxes.’’ See the Income
Taxes Note to the Consolidated Financial Statements.
incom e Taxes
Effective October 1, 1992, the Company adopted State
ment of Financial Accounting Standards No. 109 (SFAS
No. 109), “ Accounting for Income Taxes.” As perm itted by
SFAS No. 109, the Company has elected not to restate its
financial statements for any periods prior to October 1,
1992. The cum ulative effect of adopting SFAS No. 109 as
of October 1 , 1992, was to increase net income in the first
quarter of fiscal 1993 by $12.4 m illion.
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Although the Company incurred a loss in 1993, there
was a provision for income taxes consisting prim arily of
taxes currently payable in foreign jurisdictions and the
reduction of deferred tax assets. A significant portion of
the 1993 operating loss provides no current tax benefit.
The provision for income taxes included the following:
SFAS No. 109
Method
1993

APB 11
Method
1991
1992

For financial reporting purposes, the valuation allowance
at September 3 0 ,1993, reduced net deferred tax assets to
an amount realizable based upon taxes paid for prior
years w ithout relying on future income. This amount
includes $22.5 m illion attributable to stock option deduc
tions, the benefit of which will be credited to paid-in-capital
when realized.
The sources of deferred (prepaid) income taxes for the
years ended September 3 0 ,1992 and 1991, were as follows:
1992

(In thousands)
Federal:
Current
Deferred
State:
Current
Deferred
Foreign:
Current
Deferred
Total provision

$

52,359
52,359
—

3,152
3,152
9,747
1,701
11,448
$66,959

$(6,924) $ 5,252
—
(3,201)
(6,924)
2,051
600
—

600

4,458
60
4,518

22,319
22,125
(6,870)
(6,219)
15,906
15,449
$ 9,582 $22,018

Under SFAS No. 109, deferred income taxes reflect the net
tax effects of tem porary differences between the carrying
amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax purposes.
Significant components of the Company’s deferred tax
assets (liabilities) as of September 3 0 , 1993, and October
1 , 1992, are as follows:
Sept. 30,
1993

Oct. 1,
1992

(In thousands)
Deferred tax assets:
Restructuring accruals
Inventory allowances
Deferred income
Intercompany profit eliminations
Federal tax credit carryovers
(expire beginning 1997)
Foreign net operating loss carryovers
(expire beginning 1996)
Foreign taxes on unremitted foreign
earnings, net of the related U.S.
tax liability
Other
Total deferred tax assets
Valuation allowance for deferred tax assets
Net deferred tax assets
Deferred tax liabilities:
Capitalized software
Operating leases for income tax reporting
Accelerated depreciation
Total deferred tax liabilities
Total net deferred tax assets

1991

(In thousands)

$103,240
23,632
13,155
63,667

$ 21,391
22,745
20,746
56,241

22,857

27,680

27,055

11,986

30,427
34,578
28,658
24,199
219,874
312,303
(236,915) (52,713)
$ 75,388 $167,161
$(25,665) $(23,110)
(38,503)
(44,128)
(11,220) (12,624)
$(75,388) $(79,862)
$ 87,299
$

Inventory allowances
Installment sale method for income
tax reporting
Effect of intercompany profit eliminations
Operating leases for income tax reporting
Deferred income
Capitalized software
Unrealized exchange gains (losses)
Other
Total deferred (prepaid)

$1,472

$ (8,426)

(6,318)
(3,928)
929
(1.106)
8,744
6,508
(863)
(5,583)
4,581
6,275
(4,589)
(3,050)
(1,833)
(9,043)
$(6,219) $(10,011)

The provision for income taxes differed from the amount
obtained by applying the federal statutory income tax rate
to income (loss) before income taxes, as follows:
APB 11
SFAS No. 109
Method
Method
1992
1991
1993
Federal statutory tax rate
(35.0)% (34.0)% 34.0
%
24.1
86.5
15.3
Losses with no current tax benefit
Foreign earnings at other than
(1.7)
U.S. statutory rate
.7
2.9
—
—
11.9
Increase in valuation allowance
State taxes, net of federal income
_
1.9
5.2
tax benefit
Research and development
—
(8.5)
(14.0)
tax credits
Tax-exempt Foreign Sales
—
(22.4)
Corporation income
(13.8)
Amortization and write-off
of cost in excess of net
14.7
6.9
12.3
assets acquired
Other
.5
(5.3)
1.1
14.5% 30.3% 38.5%
Effective tax rate
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Income Taxes

Credit Provision

The income tax provision (benefit) is com prised of
the following:

ALUM AX INC. (DEC)

Federal
1993

1992

1991

($ millions)
Net sales
Cost and expenses:
Cost of goods sold
Selling and general
Depreciation and amortization
Restructuring charges
Earnings (loss) from operations
before equity affiliate
Earnings of equity affiliate before
income taxes
Earnings (loss) from operations
Other income (expense):
Interest income
Interest expense
Interest capitalized
Earnings (loss) before
income taxes
Income tax provision
(benefit), net
Earnings (loss) before cumulative
effect of accounting changes

$2,347.3

$2,431.0

$2,302.0

2,053.0
198.0
115.6
91.8
2,458.4

2,141.7
204.3
111.6
5.6
2,463.2

1,917.6
207.0
93.4
—
2,218.0

(111.1)

(32.2)

84.0

1.0
(110.1)

.7
(31.5)

3.0
87.0

2.7
(79.2)
—

6.2
(95.6)
41.7

10.7
(68.2)
39.6

(186.6)

(79.2)

69.1

(52.1)

(16.0)

27.2

(134.5)

(63.2)

41.9

NOTES TO FINANCIAL STATEMENTS
(M illions o f dollars, except per share am ounts)
Note 10. Incom e Taxes
The Company adopted SFAS No. 109 effective January 1,
1992. The cum ulative effect of the change in accounting
for income taxes was a benefit of $78.8. Prior to 1992, the
Company accounted for income taxes in accordance with
SFAS No. 96.
The Company and its subsidiaries (see Note 1) were
party to a tax sharing agreement with Amax and have
been reflected as a combined group for federal income tax
purposes through November 15, 1993. The income tax
provision (benefit) for periods through November 15,1993
was based on amounts the Company would have paid on
a combined basis as if a separate return were filed. The
combined amounts recorded take into account only those
tax elections that could be utilized in the Amax consoli
dated return. This lim itation regarding tax elections has
not resulted in any adjustments from tax provisions calcu
lated on a separate return basis.

1993:
Current
Deferred
Benefit of net operating
loss carryforwards
Change in enacted rates
Total

Foreign State

Total

(46.5)

$ 5.8 $ 1.6 $ 7.4
4.7
.6 (41.2)

(16.3)
(2.0)
$(64.8)

—
(16.3)
—
—
(2.0)
$10.5 $ 2.2 $(52.1)

1992:
Current
Deferred
Total

$(47.5)
22.2
$(25.3)

$ 6.7 $ .9 $(39.9)
1.8
(.1) 23.9
$ 8.5 $ .8 $(16.0)

1991:
Current
Deferred
Total

$ 8.7
9.4
$ 18.1

$ 7.6 $2.4 $18.7
(1.5)
.6
8.5
$ 6.1 $3.0 $27.2

$

—

The dom estic and foreign components of earnings (loss)
before income taxes are as follows:

Domestic
Foreign
Total

1992 1991
1993
$(213.3) $(111.7) $42.8
26.3
26.7
32.5
$(186.6) $ (79.2) $69.1

The income tax provision (benefit) is different from that
which would be computed by applying the U.S. federal
income tax rate to income before taxes as follows:

Tax at statutory rate
State income taxes, net of federal income
tax benefit
Foreign taxes, net
Provision for prior years
Change in enacted rates
Other, net
Total

1993
1992 1991
$(65.3) $(26.9) $23.5
1.5
2.0
.6
1.1
(5.0)
(2.8)
8.6
4.8
15.5
—
—
2.0
—
(.2)
(.3)
$(52.1) $(16.0) $27.2

The effective foreign tax rate was lower than 34 percent in
1992 and 1991 principally due to tax sharing arrange
ments w ith Amax.
At December 3 1 ,1993, the Company has various federal
tax attribute carryforwards principally accruing from
periods during which it was included in the Amax consoli
dated return. The carryforwards include $39.4 of alternative
minimum tax credits which do not expire, $3 of other
credits which expire between 2001 and 2007 and net oper
ating loss carryforwards of $46.7 expiring after 2005. In
addition, the Company has foreign capital cost allowance
carryforwards of $263 which do not expire.
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The approximate tax effects of cum ulative temporary
differences at December 31 are as follows:

DRAVO CORPORATION (DEC)
1993

1992

1993
Assets
Accrued expenses
Book versus tax basis of inventory
Allowance fo r doubtful accounts
Current
Book versus tax basis of
depreciable assets
Loss and allowance carryforwards
Tax credit carryforwards
Postretirement health care accrual
Other
Valuation allowance
Noncurrent, net
Total

Total

Liabilities

$ 70.3

$

—

(12.4)

5.1

—

75.4

—

123.6
42.4
49.9
19.8
(43.2)

$ 70.3
(12.4)
5.1

(12.4)

63.0

(159.4)

(159.4)
123.6
42.4
49.9
(25.0)
(43.2)

—
—
—

(44.8)
—

192.5

(204.2)

$267.9

$(216.6)

(11.7)
$ 51.3

1992
Assets
Accrued expenses
Book versus tax basis of inventory
Allowance fo r doubtful accounts
Current

$ 36.0
—
5.4
41.4

Book versus tax basis of
depreciable assets
Loss and allowance carryforwards
Postretirement health care accrual
Other
Valuation allowance

108.0
51.0
3.3
(30.8)

Noncurrent, net
Total

Total

Liabilities
$

(20.2)
—

$

36.0
(20.2)
5.4
21.2

(20.2)

(16.9)
—

(140.8)
108.0
51.0
(13.6)
(30.8)

131.5

(157.7)

(26.2)

$172.9

$(177.9)

—

1991

($000)

(140.8)
—
—

$

(5.0)

The Company has certain available tax planning strate
gies and the ability to generate taxable income that could
be implemented if necessary to realize the net tax
benefits. The Company has not provided for domestic
income or foreign w ithholding taxes on $149.6 of foreign
subsidiaries’ undistributed earnings as of December 31,
1993, which are reinvested indefinitely. A determ ination of
the tax liability associated with repatriation of these earn
ings has not been made as it is im practical.

Revenue
Cost of revenue
Gross profit
Selling expenses
General and administrative
expenses
Earnings from operations
Other income (expense):
Equity in earnings (loss) of
joint ventures
Other income
Interest income
Interest expense
Net other expense
Earnings before taxes from
continuing operations
Income tax expense (benefit)
(Note 13)
Earnings from continuing
operations

$277,590
228,266
49,324
7,602

$272,979
221,232
51,747
7,258

$295,684
237,964
57,720
6,298

24,058
17,664

24,914
19,575

27,189
24,233

(18)
692
1,327
(9,194)
(7,193)

411
1,683
1,598
(10,548)
(6,856)
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698
1,977
(11.173)
(8,115)

10,471

12,719

16,118

(24,655)

2,401

3,868

35,126

10,318

12,250

Note 13: Incom e Taxes
Income before taxes and provisions for income tax
expense (benefit) from continuing operations at Decem
ber 31 are:

1992

1993

1991

(In thousands)
Income before taxes
Current federal income taxes
Deferred federal income taxes
Current state income taxes
Total

$ 10,471

$12,719
$
— $ 5,237 $ 2,885
983
(3,664)
(24,853)
828
198
$(24,655) $ 2,401 $ 3,868

The provisions for income tax benefit from discontinued
operations at December 31 are:
1993

1992

1991

(In thousands)
Current federal income taxes
Deferred federal income taxes

$ -

$ -

$(1,781)
(1,787)

Total

$ -

$ -

$(3,568)

Income Taxes

The actual income tax expense attributable to earnings
from continuing operations for the years ended December
3 1 , 1993, 1992 and 1991 differed from the amounts com
puted by applying the U.S. federal tax rate of 34 percent to
pretax earnings from continuing operations as a result of
the following:
1993

1992

1991

(In thousands)
Computed “ expected” tax expense
Alternative minimum tax
Percentage depletion
State income taxes, net of federal
income tax benefit
Other items
Benefit of operating loss
carryforwards
Provision (benefit) for income tax

$ 3,560
—

(3,374)
131
(119)

$ 4,325

$5,480
300
(2,641) (2,015)
—

546
171

103

—
(24,853)
$(24,655) $2,401

—
$3,868

—

The significant components of the deferred income tax
benefit attributable to income from continuing operations
for the year ended December 3 1 , 1993 are as follows:
1993

(In thousands)
Deferred tax expense (exclusive of the effects of
other components listed below)
Decrease in beginning-of-the-year balance of
the valuation allowance for deferred tax assets
Total

$ (2,431)
(22,422)
$(24,853)

For the years ended December 31, 1992 and 1991,
deferred income tax (benefit) expense of ($3.7 m illion) and
$983,000, respectively, results from tim ing differences in
the recognition of income and expense for income tax and
financial reporting purposes. The sources and tax effects
of those tim ing differences are presented below:
1992

1991

(In thousands)
Book depreciation in excess of tax depreciation
Differences in book and tax basis for inventories
Pension contribution in excess of book expense
State income taxes
Expenses allowable for taxes when paid
Other
Total

$(4,783) $(437)
695
(10)
755
922
177
521
(589)
(62)
49
81
$(3,664) $983
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The tax effects of tem porary differences that give rise to
significant portions of the deferred tax assets and deferred
tax liabilities at December 3 1 ,1993 are as follows:
1993

(In thousands)
Deferred tax assets:
Provision for discontinued operations
Accounts receivable, principally due to allowance for
doubtful accounts
Inventories, principally due to additional costs
inventoried for tax purposes pursuant to the
Tax Reform Act of 1986
Compensated absences, principally due to accrual for
financial reporting purposes
Net operating loss carryforwards
Investment tax credit carryforwards
Other
Total gross deferred tax assets
Less valuation allowance
Net deferred tax assets
Deferred tax liabilities:
Properties and equipment, principally due to depreciation
Pension accrual
Other
Total gross deferred tax liabilities
Net deferred tax asset

$ 9,039
439
214
758
59,313
2,992
2,025
74,780
(31,663)
43,117
15,603
2,647
14
18,264
$ 24,853

The net change in the total valuation allowance for the
year ended December 3 1 , 1993 was a decrease of $22.4
m illion.
The company adopted Statement of Financial Account
ing Standards No. 109, “Accounting for Income Taxes,”
(SFAS 109) effective January 1, 1993. The statement
requires that deferred income taxes reflect the tax conse
quences on future years of differences between the tax
bases of assets and liabilities and their bases for financial
reporting purposes. In addition, SFAS 109 requires the
recognition of future tax benefits, such as net operating
loss carryforwards (NOLs), to the extent that realization of
such benefits are more likely than not. There was no
cum ulative effect of this accounting change at the tim e
of adoption.
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The company had NOLs of approximately $174.4 m illion
at December 3 1 ,1993 because of losses associated with
discontinued businesses. These carryforwards, which
m anagem ent expects w ill be fu lly u tilize d , expire
as follows:
(In thousands)

2002
2003
2004
2005
2006
2007
2008

$18,039
76,662
39,012
17,428
7,336
2,744
13,228

Under the provisions of SFAS 109, NOLs represent tem 
porary differences that enter into the calculation of
deferred tax assets and liabilities. At January 1, 1993,
prim arily as a result of the NOLs, the company was in a net
deferred tax asset position under SFAS 109. The full
amount of the deferred tax asset was offset by a valuation
allow an ce due to u n c e rta in tie s asso cia te d w ith
unresolved issues related to discontinued operations.
In the fourth quarter of 1993, the company reduced its
valuation allowance resulting in a net deferred tax asset of
$24.9 m illion. Two factors contributed to the reduction in
the valuation allowance. First was the resolution of long
standing litigation between the company and the City of
Long Beach, C alifornia regarding a waste-to-energy plant
the company built for the city and the ability to quantify,
relying upon advice of legal counsel, the potential financial
impact of the remaining uncertainties associated with
previously discontinued operations. Second, the company
was awarded a contract to supply American Electric
Power’s Gavin plant with 450,000 tons of lim e annually for
15 years commencing in 1995. In addition, the company
has pending the renewal of several existing contracts.
When they are finalized, utility lime sales backlog w ill
exceed $800 m illion. At that point, long-term contracts w ill
account for more than 50 percent of the company’s
annual lime revenue. As a result, the company believes
that revenues and income from its lime subsidiary can be
reasonably projected over the life of its long-term
contracts for purposes of determ ining whether the realiza
tion of the asset resulting from the utilization of NOLs in
future years is more likely than not.
Income projections for the contract lime business were
based on historical inform ation adjusted for contract
terms. Projections for the noncontract lime business were
based on the last three year’s results. The company
projected future income for its aggregates business
based on the last three year’s results, a period of low
profitability for Dravo Basic Materials.

In assessing the valuation allowance, estimates were
made as to the potential financial impact on the company
should adverse judgm ents be rendered in the remaining
substantive uncertainties associated with discontinued
operations. The significant uncertainties involve litigation
related to contract claim s and environmental matters and
are discussed more fully in Note 8, Contingent Liabilities.
Management’s position in these cases is to vigorously
pursue its claim s and to contest the asserted claim s and
liability for environmental cleanup. In determ ining the
appropriate valuation allowance, however, management
has used the upper lim it of the potential financial impact
estimated for these matters. Claims against the company
in these matters, which management believes are grossly
overstated, exceed $45 m illion.
In addition to projecting future income, the company
considered an appropriate tax planning strategy as per
mitted by SFAS 109. A tax planning strategy is an action
that a company ordinarily might not implement but would
implement, if necessary, to realize a tax benefit for an
NOL before it expires. The tax planning strategy must be
prudent and feasible. In early 1992, the company explored
the option of retiring long-term debt by exercising a sale
and leaseback of the above-ground assets at its Maysville
mine and lime production facility. The term s received from
a commercial bank at that tim e and an independent
appraisal indicated the sale leaseback would create tax
able income in excess of $70 m illion. The consideration of
this tax planning strategy, supported by the company’s
forecast that it w ill generate sufficient future taxable
income to realize the entire deferred tax asset prior to
expiration of any NOLs without implementing the strategy,
results in the assessment that the realization of a $24.9
m illion net deferred tax asset is more likely than not. In
order to fully realize the net deferred tax asset, the
company w ill need to generate future taxable income of
approximately $73.2 m illion prior to the expiration of the
NOLs. Historically, Dravo Basic M aterials and Dravo
Lime’s combined cum ulative taxable earnings for the past
five years total $64.7 m illion. There can be no assurance,
however, that the company w ill generate any earnings or
any specific level of continuing earnings.
Tax benefits of $8.8 m illion for investment tax credits
expiring in 1994 and later are also being carried forward.
The company recorded an extraordinary credit of $1.6 mil
lion for the year ended December 3 1 , 1992, representing
the recognition of income tax benefits resulting from the
utilization of net operating loss carryforwards for financial
reporting purposes. In 1991, a $3.6 m illion tax benefit from
utilization of net operating loss carryforwards was netted
against the provision for loss on discontinued operations.

Income Taxes

L. B. FOSTER COMPANY (DEC)
1993

1992

1991

($000)
Net Sales
Costs And Expenses:
Cost of goods sold
Selling and administrative
expenses
Interest expense
Other expense (income)
Income Before Income Taxes
And Cumulative Effect
Of Change In Accounting
Principle
Income Tax (Benefit) Expense
(Note 12)
Income Before Cumulative Effect
Of Change in Accounting
Principle

$212,291

$204,961
183,978

195,758

21,366
2,408
191
211,753

19,855
2,786
(2,099)
204,520

21,202
2,999
480
220,439

538

441

585

(361)

30

12

899

411

573

Note 12. Incom e Taxes
Effective January 1, 1993, the Company changed its
method of accounting for income taxes as required by
Statement No. 109, “ Accounting for Income Taxes” (see
Note 2). As perm itted under the new rules, prior year finan
cial statements have not been restated. The cumulative
effect of adopting Statement 109 as of January 1, 1993,
was to increase net income by $670,000.
At December 3 1 ,1993, the Company has available net
operating carryforwards of approximately $14,000,000 for
federal income tax purposes that expire in 2001 and
approximately $1,000,000 for state income tax purposes.
The federal carryforwards resulted from losses generated
in 1986. The Company also has tax credit carryforwards at
December 3 1 ,1993 of approximately $805,000. For finan
cial purposes, a valuation allowance of $5,073,000 has
been recognized to offset the deferred tax assets related
to those carryforwards.
Deferred income taxes reflect the net tax effects of
tem porary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes. Significant
components of the Company’s deferred tax liabilities and
assets as of December 3 1 , 1993 are as follows:

(In thousands)
Deferred tax liabilities:
Depreciation
Other— net
Total deferred tax liabilities
Deferred tax assets:
Net operating loss carryforwards
Tax credit carryforwards
Other— net
Total deferred tax assets
Valuation allowance for deferred tax assets
Deferred tax assets
Net deferred tax assets

The valuation allowance for deferred tax assets was
reduced after the initial adoption in 1993 by $332,000.
Significant components of the provision for income
taxes are as follows:

$221,024

187,788

$ 572
(56)
516
5,749
805
132

6,686
5,073
1,613
$1,097
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1993

1992

1991

(In thousands)
Current:
Federal
State
Utilization of net operating loss
Total current
Deferred:
Federal
State
Total deferred
Total income tax expense (benefit)

$ 13
53
0
66

$385 $196
0
0
(355) (184)
30
12

(388)
0
0
(39)
(427)
0
$(361) $ 30

0
0
0
$ 12

The reconciliation of income tax computed at statutory
rates to income tax expense (credit) is as follows:

Statutory rate
State income tax
Nondeductible expenses
Net operating loss
Change in valuation allowance
Alternative minimum tax
Others

1993
34.0%
1.6
11.7
(64.5)
(61.7)
0.0
11.8
(67.1%)

1992 1991
34.0% 34.0%
0.0
0.0
0.0
0.0
(34.0) (34.0)
0.0
0.0
6.8
2.0
0.0
0.0
6.8% 2.0%
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UNC INCORPORATED (DEC)
1993

1992

1991

($000)
Sales and operating revenues
Costs and expenses
Costs and operating expenses
Selling, general and
administrative expenses
Other operating expenses
Operating income (loss)
Other income (expense)
Interest income
Interest expense
Other
Earnings (loss) from continuing
operations before income
taxes and extraordinary item
Income tax benefit (provision)
Earnings (loss) from continuing
operations, before
extraordinary item

$438,293

$365,152

$360,571

360,869

294,489

304,101

53,516
—
414,385
23,908

44,901
—
339,390
25,762

49,084
14,015
367,200
(6,629)

396
(14,802)
(1,751)
(16,157)

331
(12,204)
(1,038)
(12,911)

532
(17,531)
(505)
(17,504)

7,751
3,843

12,851
(1,482)

(24,133)
(1,352)

cum ulative effect of this change in accounting for income
taxes on the consolidated financial statements.
The income tax provision for continuing operations
consists of the following:
Year Ended December 31,
1991
1992
1993

(Dollars in thousands)
Federal: Current
Deferred
State: Current
Deferred
Total tax provision (benefit)

$ 396 $(1,668) $ —
1,557
(5,664)
(5,268)
(111)
1,710
1,245
1,019
107
406
(117)
(117) 1,352
1,425
$(3,843) $1,482 $1,352

The tax provision for continuing operations differs from
the amount computed using the statutory federal income
tax rate as follows:
Year Ended December 31,
1991
1993
1992

11,594

11,369

(25,485)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

(h) Income Taxes
Effective January 1 , 1993, the Company adopted Financial
Accounting Standards No. 109, Accounting for Income
Taxes (“ SFAS No. 109” ). Under SFAS No. 109, deferred
income taxes are recognized for the tax consequences of
“ tem porary differences” by applying enacted statutory
tax rates applicable to future years to differences between
the financial statement carrying amounts and the tax
bases of existing assets and liabilities. Additionally, the
benefits of utilization of net operating loss carryforwards
affects the income tax provision of continuing and discon
tinued operations. Investment tax credits are accounted
for using the f low-through method. The new standard of
accounting replaces SFAS No. 96 which the Company
adopted on January 1, 1988. There was no cum ulative
effect of adopting SFAS No. 109 on the consolidated
financial statements.
12. Incom e Taxes
During 1992, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards
No. 109 (SFAS No. 109), “Accounting for Income Taxes”
which supersedes SFAS No. 96. Sim ilar to SFAS No. 96,
SFAS No. 109 retains an asset and liability approach to
accounting for income taxes. This standard also requires
recognition of income tax benefits for loss carryforwards,
credit carryforwards and certain tem porary differences for
which tax benefits have not previously been recorded.
The tax benefits recognized must be reduced by a valua
tion allowance where it is more likely than not that the
benefits may not be realized. The Company adopted
SFAS No. 109 as of January 1, 1993. There was no

(Dollars in thousands)
Tax expense (benefit) at statutory rate $ 2,635 $ 4,370 $(8,205)
Amortization and write-off of cost
in excess of net assets of
4,255
1,019
1,008
acquired companies
State taxes, net of federal tax benefit
929
1,238
566
and reduction of state tax accrual
Utilization of net operating loss
—
—
(4,353)
carryforwards
4,256
Effect of unused operating loss
Change in the beginning of the year
balance of the valuation allowance
for deferred tax assets allocated to
—
—
income tax expense
(8,242)
—
—
Foreign sales tax benefits
(302)
117
Other
(109)
(191)
Tax expense at actual rate
$(3,843) $1,482 $1,352
The significant components of deferred income tax (bene
fit) expense attributable to income from continuing opera
tions for the year ended December 31,1993 are as follows:
Year Ended
December 31,
1993

(Dollars In thousands)
Reduction of accrual for disposal of
discontinued operations
$ 3,551
Depreciation of plant and equipment
1,749
Increase in insurance accruals
(1,624)
Contract income recognized for financial
reporting purposes
1,496
General business credit and AMT
credit carryforwards
(2,378)
Decrease in beginning-of-the-year balance of
the valuation allowance for deferred tax assets
(8,242)
Other, net_______________________________________190
Total deferred income tax (benefit) expense
$(5,258)

Income Taxes

For the years ended December 3 1 ,1992 and 1991 the sig
nificant components of deferred income tax expense
attributable to income from continuing operations are
as follows;

Inventory write-offs
Reduction of accrued liabilities
Reduction of state income tax accrual
Other, net

1992 1991
$ 561 $ —
1,050
—
(446)
107
275
$1,440 $107

As a result of the finalization of a state income tax exami
nation in late 1992, the Company reduced its estimated
state tax liability by $0.4 m illion. The deferred income tax
liability presented in the 1992 and 1991 consolidated bal
ance sheets represents state income taxes at statutory
rates on tem porary differences. Temporary differences
consist prim arily of differences between tax and book
accrued liabilities and depreciation methods.
The tax effects of tem porary differences that give rise
to significant portions of the deferred tax assets and
deferred tax lia b ilitie s at Decem ber 31, 1993 are
presented below.

(Dollars In thousands)
Deferred tax assets:
Accounts receivable, principally due to allowance for
doubtful accounts
Inventories, principally due to additional cost
inventoried for tax purposes and financial
statement allowances.
Employee benefits, principally due to accrual for
financial reporting purposes
Accrual for disposal of discontinued operations
Alternative minimum tax credit carryforwards
General business credit carryforwards
Other
Total gross deferred tax assets
Less— valuation allowance
Net deferred tax assets
Deferred tax liabilities:
Plant and equipment, principally due to
basis differences
Contract income recognized for financial
reporting purposes
Other
Total gross deferred tax liabilities
Net deferred tax assets

$ 2,270
5,199
4,413
7,914
2,528
1,552
4,389
28,265
(1,974)
26,291

(12,454)
(3,570)
(367)
(16,391)
$ 9,990
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The valuation allowance for deferred tax assets as of
January 1, 1993 was $12,400,000. The net change in the
total valuation allowance for the twelve months ended
December 3 1 ,1993 was a decrease of $10,070,000. Of this
amount, $2,451,000 resulted from the realization of tax
benefits of tem porary differences which reversed during
the year ended December 31, 1993. The remaining
$7,619,000 decrease resulted from the C om pany’s
reevaluation of the realizability of future income tax bene
fit occasioned by various events which occurred during
the third quarter. Specifically, the acquisition of four new
businesses, the awarding of approximately $227 m illion in
new contracts, the decision to w ithdraw from the
unprofitable third-party JT8 engine overhaul product
line and other events which affected the period ended
September 30, 1993, made the realization of various tax
benefits more likely than not. As a result, in the third
quarter of 1993 the carrying value of the net deferred tax
benefit was increased by $7,619,000 of which $1,828,000
was allocated to reduce goodwill arising from the acquisi
tion of new businesses and $5,791,000 was recognized as
a current period income tax benefit. These income tax
benefits w ill be realized upon the Company earning
approximately $40 m illion of taxable income during the
carryforward period.
At December 31, 1993 and 1992, other current assets
includes net deferred tax assets of approximately $6.8 m il
lion and $1.3 m illion and other noncurrent assets includes
net deferred tax assets of approximately $3.1 m illion and
$1.4 m illion, respectively. Also, at December 31, 1993,
other current liabilities include $2.1 m illion of income
taxes payable and at December 3 1 ,1992 accounts receiv
able includes recoverable income taxes of approximately
$1.7 m illion.
At December 31, 1993 the Company has alternative
m inim um tax credit carryforw ards of approxim ately
$2,528,000 which are available to reduce future Federal
regular income taxes over an indefinite period and
general business credits of $1,552,000 which w ill expire
from the year 1997 through 2002.
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No Provision
THE BFGOODRICH COMPANY (DEC)
1993

1992

$1,818.3

$1,647.9

$1,572.5

1,278.3

1,133.1

1,098.4

444.0
13.3
1,735.6

429.1
10.7
1,572.9

369.5
11.5
1,479.4

82.7
(38.3)
5.2
(34.3)

75.0
(39.3)
3.9
(25.2)

93.1
(37.1)
10.7
(22.6)

15.3
—

14.4
(2.5)

44.1
(22.5)

15.3

11.9

21.6

Operating Income
Interest expense
Interest income
Other expense— net
income from continuing operations
before income taxes and
cumulative effect of change in
method of accounting
income tax (expense) (Note H)
Income From Continuing Operations
Before Cumulative Effect of Change
in Method of Accounting

1991
$22.9

21.2
$44.1

1991

($ millions)
Sales
Operating costs and expenses;
Cost of sales
Selling and administrative
expenses
Restructuring costs

1993 1992
$10.3 $ 3.5
5.0
10.9
$15.3 $14.4

Domestic
Foreign
Total

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions)
Note H: Incom e Taxes
Income from continuing operations before income taxes
and cum ulative effect of change in method of accounting
as shown in the Consolidated Statement of Income con
sists of the following:

A summary of income tax (expense) benefit included in
the Consolidated Statement of income is as follows:
Continuing Operations
Current:
Federal
Foreign
State
Deferred:
Federal
Effect of enacted change in tax rates
Foreign
Total
Discontinued operations
Change in method of accounting
Total

1993
$

1992

1991

2.5 $(10.1) $(19.6)
(5.3) (16.0)
(1.9)
4.8
.4
(.2)
5.4
(15.6) (35.2)
(7.0)
1.5
.1
(5.4)

9.4

12.6

—

—

3.7
.1
13.1
12.7
—
(2.5) (22.5)
(105.5)
9.4
51.4
147.5
—
—
$(105.5) $154.4 $28.9

Significant components of deferred income tax assets
and liabilities at December 31, 1993 and 1992, are as
follows;

Deferred income tax assets:
Accrual for postretirement benefits other
than pensions
Other nondeductible accruals
Tax credit and net operating loss carryovers
Other
Total deferred income tax assets
Deferred income tax liabilities:
Tax over book depreciation
Other
Total deferred income tax liabilities
Net deferred income taxes

1993

1992

$130.1
60.2
25.7
32.6
248.6

$154.6
85.7
74.3
20.2
334.8

(81.4)
(36.0)
(117.4)

(155.8)
(17.8)
(173.6)

$131.2

$161.2
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Management has determined, based on the Company’s
history of prior operating earnings and its expectations for
the future, that operating income of the Company w ill
more likely than not be sufficient to recognize fully these
net deferred tax assets. In addition, management’s analysis
indicates that the turnaround periods for certain of these
assets are for long periods of tim e or are indefinite. In
particular, the turnaround of the largest deferred tax asset
related to accounting for postretirem ent benefits other
than pensions w ill occur over an extended period of tim e
and as a result w ill be realized for tax purposes over those
periods and beyond. In addition, the tax credit carryovers
are principally comprised of alternative minimum tax
credits of $21.7 which have indefinite carryover periods.
The remaining deferred tax assets and liabilities approxi
mately match each other in term s of tim ing and amounts
and should be realizable in the future given the Company’s
operating history.
The effective income tax rate from continuing opera
tions for the years ended December 31, 1993, 1992 and
1991, varied from the statutory federal income tax rate as
set forth in the following table:
1993 1992 1001
Percent of Pretax Income
35.0% 34.0% 34.0%
Statutory federal income tax rate
Corporate-owned life insurance investments
(11.6) (14.6) (4.0)
3.6
Amortization of nondeductible goodwill
10.8 11.1
Difference in rates on consolidated
foreign subsidiaries
(3.0) (17.2) 5.3
4.5 13.4
5.6
Foreign withholding taxes
—
—
Adjustment of prior years’ estimated liabilities (48.2)
11.4
Other items
(.4) (1.3)
—
17.4% 51.0%
Effective income tax rate for the year
BFGoodrich has not provided for U.S. federal and foreign
w ithholding taxes on $91.1 of foreign subsidiaries’ undis
tributed earnings as of December 3 1 ,1993, because such
earnings are intended to be reinvested indefinitely. It is not
practical to determine the amount of income tax liability
that would result had such earnings actually been repatri
ated. On repatriation, certain foreign countries impose
w ithholding taxes. The amount of w ithholding tax that
would be payable on rem ittance of the entire amount of
undistributed earnings would approximate $4.5 .

OPERATING LOSS AND TAX CREDIT
CARRYFORWARDS
Paragraph 48 of Statem ent o f Financial Accounting Stan
dards No. 109 states that amounts and expiration dates of
operating loss and tax credit carryforwards for tax purposes
should be disclosed. Examples of operating loss and tax
credit carryforward disclosures follow.

ARMCO INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
(D ollar am ounts in m illions)
4 (In Part): Incom e Taxes
At December 3 1 ,1993, Armco had capital and net operat
ing loss (NOL) carryforwards for federal tax purposes
expiring as follows:

Year
Expires
Capital losses:
Total
Ordinary losses:

Total

1996
1998
1998
1999
2001
2002
2004
2005
2006
2007
2008

Amount
$

68.7
118.1
$ 186.8
$ 63.0
128.8
156.7
3.0
9.1
130.5
247.1
193.4
97.9
$1,029.5

included in the $1,029.5 net operating loss carryforward
are $71.2 attributable to the form er Cyclops consolidated
group and $17.5 from the separate return years of Douglas
Dynamics, Inc. These losses are subject to lim itations
regarding the offset of Armco’s future taxable income and
w ill expire if not used in the period 1998-2005. Armco has
$755.6 in U.S. alternative minimum tax net operating
losses. Additionally, Armco has $12.1 of alternative m ini
mum tax credits which have no expiration. Investment tax
credits of $7.7 are available to offset the regular tax liability
in future years. Armco also has tax loss carryforwards
available at certain foreign subsidiaries of $17.4, most of
which, if not used to reduce future taxable income, w ill
expire in 1995 and 1996.
Armco adopted SFAS 109, Accounting fo r Incom e Taxes,
effective January 1 , 1993. SFAS 109 supersedes SFAS 96,
Accounting fo r Incom e Taxes, which was adopted by
Armco in 1988. The cum ulative effect of adopting SFAS
109, excluding a tax benefit of $170.3 for the cum ulative
effect of adoption of SFAS 106, was a benefit of $135.6, or
$1.31 per share, as of January 1 , 1993. In 1993, there was
no material effect on pretax accounting income as a result
of applying SFAS 109.
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Deferred income taxes reflect the net tax effects of (a)
tem porary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes, and (b) oper
ating loss and tax credit carryforwards. Of the total net
deferred tax asset of $298.5 on the Statement of Consoli
dated Financial Position, $295.6 is reported as noncurrent
Deferred tax asset and $5.9 is in Other current assets.
Partially offsetting the asset amounts are credits of $1.5
each in Other accruals and Other liabilities. Significant
components of Armco’s net deferred tax asset are as
follows:

Operating loss and tax credit
carryforwards
Employee benefits
Property, plant and equipment
Other (includes contingencies and
other accruals)
Subtotal
Less: Valuation allowance
Total deferred tax asset

December 31,
1993

January 1,
1993

$ 497.0
615.3
(142.5)

$ 408.7
570.2
(168.6)

104.9
$1,074.7
(776.2)
$ 298.5

69.5
879.8
(581.8)
$ 298.0

Even though Armco has incurred book and tax losses for
the past four fiscal years, management believes that it is
more likely than not that it w ill generate taxable income
sufficient to realize a portion of the tax benefit associated
with future deductible tem porary differences and NOL
and tax credit carryforwards prior to their expiration. This
belief is based upon, among other factors, changes in
operations that have occurred during 1992 and 1993, as
well as consideration of available tax planning strategies.
Specifically, cost savings, associated with Armco’s acqui
sition of Cyclops and new capital investments, are being
realized and are anticipated to continue to improve
operating results. Business restructurings announced
during the fourth quarter of 1992 and third quarter of 1993
include the sale of certain nonstrategic units, some of
which have been unprofitable. Armco has operated in a
highly cyclical industry and consequently has had a
history of generating and then u tilizin g significan t
am ounts of NOL carryforw ards. D uring the years
1987-1989, Armco utilized approximately $350.0 of NOL
carryforwards. Management believes that the valuation
allowance is appropriate given the current estimates of
future taxable income. If Armco is unable to generate
sufficient taxable income in the future through operating
results, increases in the valuation allowance w ill be
required through a charge to expense. However, if Armco
achieves sufficient profitability to utilize a greater portion
of the deferred tax asset, the valuation allowance w ill be
reduced through a credit to income.

BOISE CASCADE CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
2 (In Part): Incom e Taxes
At December 31, 1993, the Company had loss carry
forwards for tax purposes in the U.S. of $406,000,000
expiring in 2007 through 2008 and $33,000,000 in Canada
expiring in 2000. Additionally, the Company had income
tax credits in the U.S. of $35,300,000 expiring in 1997
through 2007 and $11,900,000 in Canada expiring in 1995
through 2003. The Company also had $80,000,000 of U.S.
minimum tax credits, which may be carried forward
indefinitely. The loss carryforwards, the Canadian income
tax credits, and the U.S. minimum tax credits are realiza
ble through future reversals of existing taxable tem porary
differences. Management believes that the U.S. tax
credits w ill be fully realized based on future reversals of
existing taxable tem porary differences, future earnings, or
available tax planning strategies.

E. I. DU PONT DE NEM OURS AND COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
(D ollars in m illions)
8 (In P art): Provision fo r Incom e Taxes
The significant components of deferred tax assets and lia
bilities at December 3 1 , 1993 and 1992 are as follows:

Deferred Tax
Depreciation
Accrued employee benefit
Other accrued expenses
Intangible drilling costs
Inventory
Unrealized exchange
gains/losses
Tax loss/tax credit
carryforwards
Investment in subsidiaries
and affiliates
Other
Total
Less: Valuation allowance
Net

1993
Asset Liability
$2,808
$ 651
2,875
—
963
—
337
330
107

1992
Asset Liability
$
5 $3,111
2,763
649
—
626
—
420
182
317

85

—

60

—

590

—

594

—

34
352
5,006
(445)
$4,561

130
878
$5,134

26
370
4,626

123
829
$5,449

(437)
$4,189

Current deferred tax liabilities (included in the Consoli
dated Balance Sheet caption “ Income Taxes’ ’) were $67
and $28 at December 3 1 , 1993 and 1992, respectively. In
addition, at December 3 1 ,1993, a $198 deferred tax asset
was included in Other Assets (see Note 16).
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Under the tax laws of various jurisdictions in which the
company operates, deductions or credits that cannot be
fully utilized for tax purposes during the current year may
be carried forward, subject to statutory lim itations, to
reduce taxable income or taxes payable in a future year. At
December 31, 1993, the tax effect of such carryforwards
approximated $590. Of this amount, $303 has no expira
tion date, $26 expires in 1994, $154 expires after 1994 but
before 2000, and $107 expires between 2000 and 2009.

an acquisition. Using the exchange rate at January 1,
1994, the net operating loss carryforward was approxi
mately $32.2 m illion and the advance corporation tax was
$1.1 m illion. The foreign deferred provision for fiscal year
1991 reflects a charge for income taxes which w ill not
result in a cash payment because of the utilization of
these credit carryforwards. This item resulted in a reduc
tion to property, plant and equipm ent and did not impact
the deferred income tax liability.

FEDERAL PAPER BOARD COMPANY, INC. (DEC)

GENERAL SIG NAL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Incom e Taxes
The tax effects of tem porary differences that give rise to
significant portions of the deferred tax assets and
deferred tax liabilities at January 1 , 1994 and January 2,
1993 were as follows:

1993

1992

(In thousands)
Alternative minimum tax credit
carryforwards
Net operating loss carryforwards
Other
Total deferred tax assets
Property, plant, and equipment
Capitalized interest
Other
Total deferred tax liabilities

$ 62,833
26,870
37,130
$ 126,833
$(387,602)
(40,661)
(32,554)
$(460,817)

$ 56,484
11,141
25,705
$ 93,330
$(344,340)
(39,471)
(20,909)
$(404,720)

The tax effects of tim ing differences that give rise to com
ponents of the deferred tax provision for income taxes for
the fiscal year ended December 2 8 , 1991 were as follows:
1991

(In thousands)
Depreciation
Alternative minimum tax
Capitalized interest
Pension costs
Foreign loss carryforward
Other— net
Total deferred provision for taxes

$ 56,428
(27,265)
3,085
2,891
3,036
(3,119)
$ 35,056

The Company has capital loss and net operating loss
carryforwards for domestic income tax purposes which
are available to offset future taxable income through 1998
and 2008, respectively. At January 1 , 1994, the capital loss
and net operating loss carryforwards were $2.8 m illion
and $39.3 m illion, respectively. The Company also has
alternative minimum tax credit carryforwards of approxi
mately $62.8 m illion at January 1 , 1994, which are avail
able to reduce future federal regular income taxes over an
indefinite period.
In addition, the Company acquired a net operating loss
carryforward and an advance corporation tax for United
Kingdom tax purposes, with no expirations, as a result of

NOTES TO THE FINANCIAL STATEMENTS
(D ollars In thousands)
Incom e Taxes (In Part)
Deferred income taxes reflect the net tax effects of tem 
porary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes. Significant
components of the com pany’s deferred tax assets and
liabilities are as follows:

1993
1992
Deferred tax assets:
Acquired tax benefits and basis differences $ 58,430 $ 67,149
Other postretirement and postemployment
73,053
61,293
benefits
27,602
34,798
Losses on dispositions and restructuring
14,004
11,968
Inventory
—
14,475
Credit carryforwards
36,328
31,690
Other
223,892
206,898
Total deferred tax assets
(43,200)
(43,600)
Valuation allowance for deferred tax assets
180,692
163,298
Net deferred tax assets
Deferred tax liabilities:
30,273
29,811
Accelerated depreciation
24,158
18,659
Pension credits
21,152
18,019
Other
71,988
70,084
Total deferred tax liabilities
$108,704 $ 93,214
Net deferred tax assets
At December 3 1 ,1993, the company had the following net
operating loss and tax credit carryforwards available:
Expiration Dates
1994-1995
1996-1997
1998 -1999
2000 - 2001
2002 - 2003
2004 - 2005

Operating Losses
$

5,500
5,600
45,800
11,400
2,100

Tax Credits
$ 6,000
14,700
12,300

Based on management’s assessment, it is more likely than
not that the net deferred tax assets w ill be realized through
future taxable earnings or alternative tax strategies. In the
event that the tax benefits relating to the valuation
allowance are subsequently realized, $6,600 of such
benefits would reduce goodwill.
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ROBBINS & MYERS, INC. (AUG)

1993

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Incom e Taxes (In Part)
At August 3 1 ,1993, the company has a capital loss carry
forward of $2,248,000 for income tax purposes that
expires in the year ending August 31, 1997. This carry
forward was generated from the disposal of the Motion
Control Group in 1991. For financial reporting purposes, a
valuation allowance was deducted for the full amount of
the deferred tax benefit related to this carryforward.
Deferred income taxes reflect the net effects of tem
porary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes. Significant
components of the company’s deferred tax position at
August 3 1 , 1993, are as follows:

(In thousands)
Deferred tax benefits:
Other postretirement benefits obligation
Capital loss carryforward
Other items— net
Less valuation allowance for capital loss carryforward
Deferred tax liabilities:
Tax depreciation in excess of book depreciation

$12,708
2,248
5,349
20,305
2,248
18,057
3,684
$14,373

1992

(In thousands)
NOL, capital loss and tax credit carryforwards
Discontinued business costs
Unfunded employee benefits
Accrued liabilities
Inventory valuation
Account receivable allowances
Depreciation
Valuation allowance
Other

$28,937 $31,209
7,295
8,992
8,354
8,146
8,658
5,705
4,059
3,418
2,176
2,286
(6,297) (4,020)
(2,765) (9,554)
93
(131)
$50,302 $46,259

Remaining unutilized NOL carryforwards were approxi
mately $55 m illion and $51 m illion at December 3 1 , 1993
and 1992, respectively. NOL carryforwards that have not
been utilized expire in 2005. Investment tax credits of
approximately $1.7 m illion expire in varying amounts from
1998 through 2000. Alternative minimum taxes paid of
$5.2 m illion are available to offset future tax liabilities and
have an indefinite life. The Corporation’s capital loss
carryforwards totalled $7.9 m illion and $28.1 m illion at
December 31, 1993 and 1992, respectively. Capital loss
carryforwards that are not utilized w ill expire in 1997. The
change in the valuation allowance reflects current utilization
of capital losses against capital gains and changes in tax
rates. A valuation allowance is provided since the reali
zation of tax benefits of capital loss carryforwards is
not assured.
ZENITH ELECTRONICS CORPORATION (DEC)

TERRA INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
18 (In Part): Incom e Taxes
Effective January 1 , 1992, the Corporation adopted SFAS
109 to account for income taxes as described in Note 3
above. The Corporation has accumulated net operating
loss (NOL) carryforwards and, in prior years under provi
sions of its previous accounting method, the benefits from
loss carryforwards had been included as a reduction of
income tax expense in the year utilized.

Deferred tax assets totaled $50.8 million and $46.3 million
at December 3 1 ,1993 and 1992, respectively. At Decem
ber 31, 1993, undistributed earnings of the Canadian
subsidiary, considered permanently invested, for which
deferred income taxes have not been provided, was $8.9
m illion. The tax effect of NOL and tax credit carryforwards
and significant tem porary differences between reported
and taxable earnings that gave rise to net deferred tax
assets were as follows:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Four (In Part): Incom e Taxes
Deferred tax assets (liabilities) are com prised of the
following:

(In millions)
Loss carryforwards
Inventory valuation
Product warranty
Co-op advertising
Merchandising
Other
Deferred tax assets
Depreciation
Employee benefits
Other
Deferred tax liabilities
Valuation allowance
Net deferred tax assets

Year Ended December 31,
1993
1992
$ 145.3
$114.8
16.5
12.7
13.0
10.1
4.0
1.4
6.7
7.0
25.7
21.4
211.2
167.4
(12.6)
(14.0)
(.5)
(.6)
(18.4)
(18.8)
(32.0)
(32.9)
(179.2)
(134.5)
$
$
-

393

Income Taxes

As of December 31,1993, the company had $383.5 million
of net operating loss carryforwards (NOLs) available for
financial statement purposes. For federal income tax pur
poses, the company had net operating loss carryforwards
of $365.5 million and unused tax credits of $4.6 million,
(which expire from 2000 through 2008).
The company expects these NOLs and tax credits to be
available in the future to reduce the Federal income tax
liability of the company. However, should there occur a
50% “ownership change" of the company as defined
under section 382 of the Internal Revenue Code of 1986,
the company’s ability to utilize the NOLs and available tax
credits would be restricted to a prescribed annual amount
(currently 5.06% of the market value of the company at the
time of the ownership change). The company has knowl
edge of equity holdings and stock options which must be
counted as changes in the ownership of the company
aggregating about 37% as of the three years ended
December 31, 1993. As of the three years ended Febru
ary 28,1994, this percentage has decreased to about 33%.
Additional equity-related transactions initiated by the
company as well as investment decisions made independ
ently by investors may increase this percentage in
the future.

Jan. 1,
1993

Dec. 31,
1993

(In millions)
Deferred tax assets
Accrued expenses
Accrued postretirement benefits
Merger and restructuring costs
Alternative minim um tax credit
Tax credits and net operating losses
Valuation allowances

$302
90
262
75
24
(37)

$237
82
46
73
16
(23)

716

431

Deferred tax liabilities
Asset basis differences
Subsidiaries, unremitted earnings
Other

337
195
47

317
87
81

Total deferred tax liabilities

579

485

Total deferred tax assets

$137

Net deferred tax assets (liabilities)
•

•

•

•

•

$(54)
•

In c o m e t a x e x p e n s e b e fo r e c u m u la t iv e e f f e c t o f a c c o u n t 
in g c h a n g e s a p p lic a b le t o c o n s o lid a te d in c o m e f r o m
c o n t in u in g o p e r a tio n s d iff e r s fr o m in c o m e t a x e x p e n s e
c a lc u la te d b y u s in g t h e U .S . f e d e r a l in c o m e t a x r a te f o r t h e
f o llo w in g r e a s o n s :
1993

TAXES ON UNDISTRIBUTED EARNINGS

1992

1991

(In millions)

Paragraph 10 APB Opinion No. 23, as amended by
Statement of Financial Accounting Standards No. 109,

requires, except in certain specified situations, that undis
tributed earnings of a subsidiary included in consolidated
income be accounted for as a temporary difference. If a
deferred tax liability is not recognized, paragraph 44 of
SFAS No. 109 specifies what information should be
disclosed. Examples of disclosures concerning undis
tributed earnings follow.

Taxes Accrued On Undistributed Earnings
BAXTER INTERNATIONAL INC. (DEC)
Incom e Taxes (In Part)

Effective January 1 , 1993, the company adopted FASB
Statement No. 109, “Accounting for Income Taxes.”
Baxter recorded a tax benefit of $81 million, or 29 cents
per common share reflecting the cumulative effect of
the accounting change. The components of deferred
tax assets and liabilities at December 31, 1993 and
January 1 , 1993 are as follows:

Income tax expense (benefit) at
statutory rate
Tax-exempt operations
Unremitted foreign earnings
Nondeductible goodwill
State and local taxes
Tax credit carryforwards
Foreign tax expense
Other factors

$(116)
(128)
151
30
(18)
20
(1)

Income tax expense (benefit)

$ (62)

$256
(123)
22
12
12
8
5
$ 192

$234
(94)
—

23
3
7
7
1
$181

The company has received a tax exemption grant from
Puerto Rico which provides that manufacturing opera
tions will be partially exempt from local taxes until the year
2002. Appropriate taxes have been provided for these
operations assuming repatriation of all available earnings.
In addition, the Company has other manufacturing opera
tions outside the U.S. which benefit from reductions in
local tax rates under tax incentives that will continue at
least through 1997.
U.S. federal income taxes, net of available foreign tax
credits, on unremitted earnings deemed permanently
reinvested would be approximately $86 million as of
December 31,1993. A federal tax provision of $151 million
was made in 1993 for unremitted foreign earnings to allow
the transfer of $430 million cash to the U.S. for restructur
ing costs. Approximately $150 million of this cash was
transferred in 1993.
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SEQUA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies

Income Taxes
The Company adopted the provisions of SFAS No. 109,
“ Accounting for Income Taxes,” as of January 1, 1992,
and the cum ulative effect of this change is reported
separately in the 1992 Consolidated Statement of Income.
Prior years’ financial statements have not been restated to
apply the provisions of SFAS No. 109.
The adoption of SFAS No. 109 changed the Company’s
method of accounting for income taxes from the deferred
method as required by Accounting Principles Board
Opinion No. 11 (APB 11) to an asset and liability approach.
Under the deferred method, annual income tax expense
prior to 1992 was based on pre-tax financial accounting
income and deferred taxes were provided at current rates
for tim ing differences between financial accounting and
taxable earnings. Under the asset and liability method,
deferred taxes are established for the tem porary differ
ences between the financial reporting basis and the tax
basis of the Company’s assets and liabilities at enacted
tax rates expected to be in effect when such amounts are
realized or settled.
Under SFAS No. 109, assets and liabilities acquired in
purchase business com binations are assigned their fair
values assuming equal tax bases, and deferred taxes are
provided for lower or higher tax bases. Under APB 11,
values assigned were net of tax. In adopting SFAS No.
109, the Company adjusted the carrying amounts of
assets and liabilities acquired in purchase business com
binations. As a result, pre-tax income from continuing
operations was reduced by $1,520,000 for the year ended
December 31, 1992 due to an increase in depreciation
expense resulting from the higher carrying amounts of
depreciable assets. The $7,337,000 charge recorded as of
the beginning of 1992 for the cum ulative effect on prior
years of the change in the method of accounting for
income taxes prim arily represents the im pact of adjusting
deferred taxes recorded for assets and liabilities acquired
in purchase business combinations.
In connection with the Company’s periodic reevaluation
of foreign earnings estimated to be indefinitely reinvested,
deferred income taxes of $14,000,000 were provided in
1993 for the estimated income tax liability that w ill be
incurred upon the anticipated future repatriation of
approximately $65,000,000 of foreign undistributed earnings
in the form of dividends. Provision has not been made for
U.S. or additional foreign taxes on the rem aining
$121,855,000 of undistributed earnings of foreign subsidi
aries as those earnings are intended to be permanently
reinvested. Such earnings would become taxable upon
the sale or liquidation of these foreign subsidiaries or
upon the remittance of dividends. It is not practicable to
estimate the amount of deferred tax liability on foreign
undistributed earnings which are intended to be perma
nently reinvested.

Note 12 (In Part): Incom e Taxes
The 1993 and 1992 deferred tax provision represents the
change in deferred tax liabilities and assets from the
beginning of the year to the end of the year resulting from
changes in the temporary differences between the financial
reporting basis and the tax basis of the Company’s assets
and liabilities. These tem porary differences are deter
mined in accordance w ith SFAS No. 109 and are more
inclusive in nature than tim ing differences as determined
under previously applicable accounting principles.
Temporary differences and carryforwards which gave
rise to deferred tax assets and liabilities are as follows:

At December 31,1993
Deferred Tax Deferred Tax
Assets
Liabilities

(Amounts in thousands)
Accounts receivable allowances
Inventory valuation differences
Recognition of income on
long-term contracts
Depreciation
Lease and finance transactions
Accruals not currently deductible for
tax purposes
Taxes on undistributed foreign earnings
Tax net operating loss carryforward
Tax capital loss carryforward
Alternative minimum tax (AMT) credit
carryforward
All other
Subtotal
Valuation allowance
Total deferred taxes

$ 3,002
18,912

$

646
12,125

4,728
1,286
59,879
94,682

—

99,723

—

14,000

—

31,146
33,448
36,681
26,367
262,050
(33,448)
$228,602

—
—

—

16,637
191,212
—

$191,212

At December 31,1992
Deferred Tax Deferred Tax
Assets
Liabilities

(Amounts in thousands)
Accounts receivable allowances
Inventory valuation differences
Recognition of income on
long-term contracts
Depreciation
Lease and finance transactions
Accruals not currently deductible for
tax purposes
Tax net operating loss carryforward
Tax capital loss carryforward
Alternative minimum tax (AMT) credit
carryforward
All other
Subtotal
Valuation allowance
Total deferred taxes

$ 3,743
16,944
228
2,652
—

87,761
25,602
32,025
48,101
19,815
236,871
(32,025)
$204,846

$
4,644
7,400
53,446
103,090
—
—
—

—

20,832
189,412
—
$189,412
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The Company has a tax net operating loss carryforward of
$88,989,000 at December 3 1 ,1993 which expires in 2006
through 2008 and w ill be used in the periods that net
deferred tax liabilities mature. The tax capital loss carry 
forward of $95,565,000 at December 3 1 ,1993 may expire
unutilized in 1994 and 1995; accordingly, a valuation
allowance has been established to reduce the deferred
tax asset recorded for the capital loss carryforward to
zero. The AMT credit carryforward can be carried for
ward indefinitely.

Taxes Not Accrued On Undistributed Earnings
CHEVRON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
M illions o f dollars
Note 1 (In Part): Summary of Significant Accounting Policies

Taxes
Effectve 1992, the company accounts for income taxes
in accordance with Statement of Financial Accounting
Standards No. 109, “ Accounting for Income Taxes.’’ In
1991, the company accounted for income taxes in accord
ance with Statement No. 96, “Accounting for Income
Taxes.’ ’ Income taxes are accrued for retained earnings of
international subsidiaries and corporate joint ventures
intended to be rem itted. Income taxes are not accrued for
unrem itted earnings of international operations that have
been, or are intended to be, reinvested indefinitely.
Note 13 (In Part): Taxes
U ndistributed earnings of international consolidated
subsidiaries and affiliates for which no deferred income
tax provision has been made for possible future rem it
tances totaled approximately $3,300 at December 31,
1993. Substantially all of this amount represents earnings
reinvested as part of the company’s ongoing business. It
is not practical to estimate the amount of taxes that might
be payable on the eventual rem ittance of such earnings.
On remittance, certain countries impose withholding
taxes that, subject to certain lim itations, are then available
for use as tax credits against a U.S. tax liability, if any. The
company estimates w ithholding taxes of approximately
$247 would be payable upon remittance of these earnings.

GENERAL MOTORS CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Income Taxes
Effective January 1 , 1991, the Corporation adopted State
ment of Financial Accounting Standards (SFAS) No. 109,
Accounting for Income Taxes. The favorable (unfavorable)
cum ulative effect at January 1 , 1991 was $232.7 m illion, or
$0.38 per share of $1⅔ par value, ($0.03) per share of
Class E, and $0.09 per share of Class H common stock.
Provisions are made for estimated United States and
foreign income taxes, less available tax credits and
deductions, which may be incurred on the rem ittance of
the Corporation’s share of subsidiaries’ undistributed
earnings not deemed to be indefinitely invested. Taxes
have not been provided on foreign subsidiaries’ earnings
which are deemed indefinitely reinvested of approxi
mately $5.2 billion and $6.5 billion at December 31, 1993
and 1992, respectively. Quantification of the deferred tax
liability, if any, associated with indefinitely reinvested
earnings is not practicable.
INTERGRAPH CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Incom e Taxes
The Company does not provide for federal income taxes
or tax benefits on the undistributed earnings and/or losses
of its international subsidiaries because earnings are rein
vested and, in the opinion of management, w ill continue to
be reinvested indefinitely. At December 31, 1993, the
Company had not provided federal income taxes on
earnings of individual international subsidiaries of approx
im ately $48,000,000. Upon distribution of these earnings
in the form of dividends or otherwise, the Company would
be subject to both U.S. income taxes and withholding
taxes in the various international jurisdictions. Determina
tion of the related amount of unrecognized deferred U.S.
income tax liability is not practicable because of the
com plexities associated with its hypothetical calculation.
W ithholding taxes of approximately $2,900,000 would
be payable if all previously unrem itted earnings as of
December 3 1 , 1993 were remitted to the U.S. company.

396

Section 3: Income Statement

NACCO INDUSTRIES, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note M (In Part): Incom e Taxes
At December 31, the Company had cum ulative undis
tributed earnings at its foreign subsidiaries of $76.1 million. It
is the Company’s intention to reinvest $45.2 m illion of
these undistributed earnings of its foreign subsidiaries
and thereby indefinitely postpone their remittance. There
has been no provision made for taxes on the undistributed
earnings which are reinvested indefinitely. In addition, it is
not practicable to estimate the amount of the deferred tax
liability on such earnings. The remaining undistributed
earnings of $30.9 million can be remitted without a material
charge to earnings.
Upon remittance, certain foreign countries impose with
holding taxes that are then available, subject to certain
lim itations, for use as credits against the Company’s U.S.
tax liability. The amount of withholding tax that would be
payable upon rem ittance of the entire amount of undis
tributed earnings would approximate $4.8 m illion.

A summary of the components of the net deferred tax balance in the Company’s consolidated balance sheets resulting
from differences in the book and tax basis of assets and liabilities follows:

Inventories.............................................................................................. ..........
Accrued expenses.................................................................................... ..........
Employee benefits.................................................................................... ..........
Net operating loss carryforwards............................................................... ..........
Obligation to United Mine Workers of America Combined Benefit Fund ............ ..........
Depreciation and depletion........................................................................ ..........
Unrepatriated earnings............................................................................. ..........
Other ..................................................................................................... ..........

Deferred Tax Asset (Liability) at December 31,1993
Current
Non-current
Domestic
Foreign
Domestic
Foreign
—
—
$(26,110)
$1,404
—
13,807
218
$ 24,641
—
1,725
12,438
$(2,305)
—
2,203
6,121
4,742
—
—
—
56,399
—
—
(40,350)
(5,413)
—
—
—
(4,881)
1,949
(414)
(9,575)
(55)
$ (6,426)
$7,329
$ 43,414
$(7,773)
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OW ENS-CORNING FIBERGLAS
CORPORATION (DEC)

THE LUBRIZOL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Incom e Taxes
The provision for income taxes consists of the following:

Current:
United States
Foreign
Deferred:
United States
Foreign
Total

1993

1992

1991

$31,560
34,774
66,334

$13,981
37,791
51,772

$25,169
31,755
56,924

(15,306)
(16,352)
(31,658)
$ 34,676

1,603
(877)
726
$52,498

(2,084)
(359)
(2,443)
$54,481

Foreign taxes include withholding taxes. The United
States tax provision includes the U.S. tax on foreign
income distributed to the company. U.S. and foreign
income tax rate changes occurring during 1993 did not
have a material effect on the company’s provision for
income taxes. The differences between the provision for
income taxes at the U.S. statutory rate (35% for 1993 and
34% for 1992 and 1991) and the tax shown in the consoli
dated statements of income are summarized as follows:

Tax at statutory rate
Foreign sales corporation earnings
Equity income
Other— net
Provision for income taxes
•

•

•

1992
1991
1993
$41,878 $60,229 $60,568
(2,964) (3,702) (4,042)
(1.551) (1,955) (2,405)
(2,687) (2,074)
360
$34,676 $52,498 $54,481
•

•

•

U.S. income taxes or foreign withholding taxes are not
provided on undistributed earnings of foreign subsidiaries
which are considered to be indefinitely reinvested in the
operations of such subsidiaries. The amount of such earn
ings was approximately $248 m illion at December 31,
1993. Determination of the net amount of unrecognized
U.S. income tax with respect to these earnings is not prac
ticable. If such earnings were to be repatriated, foreign
w ithholding taxes of approximately $16 m illion would be
incurred. A portion or all of such w ithholding taxes may be
offset by credits in the United States.

4 (In Part): Incom e Taxes
The reconciliation between the U.S. federal statutory rate
and the Company’s effective income tax rate is:

U.S. federal statutory rate
Operating losses of foreign subsidiaries
Utilization of losses of foreign subsidiaries
Enacted federal tax rate change
Difference between foreign tax rates and
U.S. statutory rate
Provision (credit) for taxes on undistributed
earnings of foreign subsidiaries
State and local income taxes
Other
Effective tax rate

1993 1992 1991
35% 34% 34%
6
10
(2)
—
—
(2)
—
—
(10)
—

(2)

1

(2)
3
(2)
32%

(6)
1
(1)
32%

(2)
—

31%

As of December 3 1 ,1993, the Company has not provided
for withholding or U.S. federal income taxes on approxi
mately $99 m illion of accumulated undistributed earnings
of its foreign subsidiaries as they are considered by
management to be perm anently reinvested. If these
undistributed earnings were not considered to be perma
nently reinvested, approximately $10 m illion of deferred
income taxes would have been provided.
PHELPS DODGE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Incom e Taxes
Income taxes have not been provided on the Corpora
tion’s share ($198 m illion) of undistributed earnings of
those m anufacturing and mining interests abroad over
which the Corporation has sufficient influence to control
the distribution of such earnings and has determined that
such earnings have been reinvested indefinitely. These
earnings could become subject to additional tax if they
were rem itted as dividends, if foreign earnings were lent to
the Corporation or a U.S. affiliate, or if the Corporation
should sell its stock in the subsidiaries. It is not practicable
to estimate the amount of additional U.S. tax that might be
payable on the foreign earnings; however, the Corporation
believes that U.S. foreign tax credits would largely elim i
nate any U.S. tax. Additional foreign w ithholding taxes
which would be payable if all of the earnings were rem itted
as dividends are estimated to be $25.5 m illion.
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LONG-TERM CONTRACTS
Accounting and disclosure requirements for long-term
contracts are discussed in Accounting Research B ulletin
No. 45, Chapter 11 of ARB No. 43 and AICPA Statem ent o f
Position 81-1.
Table 3-15 shows that usually the percentage of com
pletion method or a m odification of this method, the
units-of-delivery method, is used to recognize revenue on
long-term contracts. Twenty-two companies used both of
the aforementioned methods. Examples of disclosures for
long-term contracts follow.

TABLE 3-15: METHOD OF ACCOUNTING FOR
LONG-TERM CONTRACTS

Percentage-of-completion ......
Units-of-delivery....................
Completed contract...............
Not determinable...................

Number of Companies
1993 1992 1991 1990
91
94
92
91
27
36
34
35
4
5
8
9
1
2
4
1

ALLIAN T TECHSYSTEMS INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): S ignificant Accounting Policies

Long-Term Contracts
Sales and cost of sales related to long-term contracts
are accounted for under the percentage of comple
tion method.
Sales under fixed-price-type contracts are generally
recognized upon passage of title to the customer, which
usually coincides with physical delivery or customer
acceptance as specified in contractual terms. Such sales
are recorded at the cost of items delivered or accepted
plus a proportion of profit expected to be realized on a con
tract based on the ratio of such costs to total estimated
costs at completion.
Sales, including estimated earned fees, under cost
reimbursement-type contracts are recognized as costs
are incurred.
General and adm inistrative costs are expensed in the
year incurred.
Profits expected to be realized on contracts are based
on the Company’s estimates of total contract sales value
and costs at com pletion. These estimates are reviewed
and revised periodically throughout the lives of the
contracts with adjustments to profits resulting from such
revisions being recorded on a cum ulative basis in the
period in which the revisions are made. When manage
ment believes the cost of com pleting a contract (excluding
general and adm inistrative expenses) w ill exceed
contract-related revenues, the full amount of the antici
pated contract loss is im mediately recognized.

BLOUNT, INC. (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Construction Contracts
Revenue and profits on long-term construction contracts
are recognized by the percentage of com pletion method
generally based on costs incurred as a percentage of esti
mated total costs of individual contracts. Estimated total
costs include provisions for those expenditures which
may arise from claim s by owners and subcontractors.
Anticipated losses are recognized when they become
known. Revisions in estimated profits are made in the
month in which the circum stances requiring the revision
become known. Estimated profits include income on all
contractually agreed-upon work, even though the value of
the work may be subject to negotiation. Contract revenue
from claim s against owners and others on construction
projects is recognized only when the amounts are
awarded or resolved. Precontract costs are deferred on
major projects where it is probable the contracts w ill be
obtained and the estimated profits w ill be sufficient to
perm it their recovery. Construction contract costs paid
directly by the owner, which costs may be significant and
vary substantially among contracts, are excluded from
revenue and costs.
GENCORP INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary o f Significant Accounting Policies

Revenue Recognition
Generally, sales are recorded when products are shipped
or services are rendered. Sales and income under most
government fixed price and fixed price incentive produc
tion type contracts are recorded as deliveries are made.
For contracts where relatively few deliverable units are
produced over a period of more than two years, revenue
and income are recognized at the com pletion of measura
ble tasks rather than upon delivery of the individual units.
Sales under cost reimbursement contracts are recorded
as costs are incurred and include estimated earned fees
in the proportion that costs incurred to date bear to total
estimated costs. Certain government contracts contain
cost or performance incentive provisions which provide
for increased or decreased fees or profits based upon
actual performance against established targets or other
criteria. Penalties and cost incentives are considered in
estimated sales and profit rates. Performance incentives
are recorded when measurable or when awards are made
and provisions for estimated losses on contracts are
recorded when such losses become evident.

Long-Term Contracts

HERCULES INCORPORATED (DEC)
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
Long-Term C ontracts
Aerospace segment sales are principally under long-term
contracts and include cost-reimbursement and fixed-price
contracts. Sales under cost-reimbursement contracts are
recognized as costs are incurred and include a proportion
of the fees expected to be realized equal to the ratio of
costs incurred to date to total estimated costs. Sales under
fixed price contracts are recognized as the actual cost of
work performed relates to the estimate at completion.
Cost or performance incentives, which are incorporated
in certain contracts, are recognized when realization is
assured and amounts can be reasonably estimated.
Estimated amounts for contract changes and claim s are
included in contract sales only when realization is probable.
Assumptions used for recording sales and earnings are
adjusted in the period of change to reflect revisions in
contract value and estimated costs. In the period in which
it is determined that a loss w ill be incurred on a contract,
the entire amount of the estimated loss is charged
to income.
NOTES TO FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share)
4 (In Part): C ontract Deferrals and Provisions
Hercules entered into a Supplemental Agreement with the
Titan IV SRMU prime contractor effective October 15,
1993. Contemporaneously with this agreement, which
calls for contract changes related to production, delivery
and launch schedules, the prime contractor entered into a
Supplemental Agreement to its Titan IV prime contract
with the Air Force which was also effective October 15,
1993. As a result, Hercules dism issed its lawsuit against
the prime contractor and received payments of $215,000
in November 1993, prim arily for amortized investment in
development and tooling costs. Additional agreements
between the parties provide for Hercules to receive
payments for settlem ents of contract claim s aggregating
$84,000, of which $47,000 was received through Decem
ber 3 1 , 1993.
Estimated costs at com pletion for the Titan IV SRMU
program and other contracts are reviewed quarterly. Yearend deferrals and provisions are considered adequate to
complete the contracts and amounted to $118,321 and
$26,741 at December 3 1,1993 and 1992, respectively. The
increase in the deferrals and provisions principally
reflects additional risks relating to the Titan IV SRMU
program resulting from the Supplemental Agreements.
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MCDONNELL DOUGLAS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars, except share data)
1 (In Part): Accounting Policies

Revenue Recognition
Revenues and earnings on cost-reimbursement and fixed
price government contracts are generally recognized on
the percentage-of-completion method of accounting as
costs are incurred (cost-to-cost basis). Revenues include
costs incurred plus a portion of estimated fees or profits
based on the relationship of costs incurred to total esti
mated costs. Some contracts contain incentive provisions
which provide increased or decreased earnings based
upon performance in relation to established targets.
Incentives based upon cost performance are generally
recorded currently and other incentives are recorded
when such amounts can reasonably be determined.
Revenues relating to contracts or contract changes that
have not been co m p le te ly p ric e d , n e g o tia te d ,
documented, or funded are not recognized unless realiza
tion is considered probable.
Major contracts for complex m ilitary systems are per
formed over extended periods of tim e and are subject to
changes in scope of work and delivery schedules. Pricing
negotiations on changes and settlem ent of claim s often
extend over prolonged periods of time. Any anticipated
losses on contracts (estim ated final contract costs,
excluding period costs, in excess of estimated final con
tract revenues) are charged to current operations as soon
as they are evident. Estimates of final contract revenues
on certain fixed price development contracts include
future revenue from expected recovery on claims. Such
revenues are generally included when it is probable that
the claim w ill result in additional contract revenue and
when the amount can be reliably estimated.
Revenues are recognized on commercial aircraft pro
grams based on sales prices as aircraft are delivered.
Cost of sales of the MD-80 aircraft program is determined
on a specific-unit cost method. Cost of sales of the MD-11
aircraft program is determined on a program-average cost
method and is computed as a percentage of the sales
price of the aircraft. The percentage is calculated as the
total of estimated tooling and production costs for the
entire program divided by the estimated sales prices of all
aircraft in the program.
Revenues, costs and earnings on governmental con
tracts and commercial aircraft programs are determ ined,
in part, based on estimates. Adjustment of such estimates
are made on a cum ulative basis whereby the effect of
such changes is recognized currently. Losses anticipated
on governm ent contracts or com m ercial program s,
excluding period costs, are charged to operations in full
when determined.
Revenues and costs from the m anufacturing aspects of
sales-type leases are generally recognized at the incep
tion of such leases. Revenues from the financing aspects
of sales-type and direct financing leases are recognized
as the excess of aggregate rentals over the cost of leased
equipment (reduced by estimated residual values) using
the interest method. The interest method results in a con
stant rate of return on the unrecovered investment.
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OLIN CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Accounting Policies (In Part)

Long-Term Contracts
Sales and cost of sales related to government contracts
that extend beyond one year are prim arily recognized
under the percentage-of-completion method of account
ing as costs are incurred. Profits expected to be realized
on contracts are based on the company’s estimates of
costs at com pletion compared to total contract sales
value. When the company believes the cost of com pleting
a contract w ill exceed contract-related revenues, the full
amount of the anticipated contract loss is recognized.
STEWART & STEVENSON SERVICES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share data)
Note 1 (In Part): Summary of P rincipal Accounting Policies

Contract Revenues and Costs
Revenue is recognized when a product is shipped or
accepted by the customer, except for large gas turbine
contracts, w here revenue is recognized using the
percentage-of-completion method. Substantially all of the
revenues of the Tactical Vehicle Systems segment are
recognized under the units-of-delivery method, whereby
sales and estimated average cost of the units to be
produced under the Family of Medium Tactical Vehicles
(FMTV) contract are recognized as units are substantially
completed. Profits expected to be realized on contracts
are based on the Company’s estimates of total sales value
and costs at com pletion. These estimates are reviewed
and revised periodically throughout the lives of the
contracts, and adjustments to profits resulting from such
revisions are recorded in the accounting period in which
the revisions are made.
Note 3. Recoverable Costs and Accrued Profits Not Yet B illed
Amounts included in the financial statements which relate
to recoverable costs and accrued profits not yet billed on
contracts in process are as follows:

Costs incurred on uncompleted contracts
Accrued profits
Less: Customer progress payments
Included in the statements of
financial position:
Recoverable costs and accrued profits
not yet billed
Billings on uncompleted contracts in
excess of incurred costs

Fiscal
Fiscal
1992
1993
$ 355,184 $ 190,670
13,117
33,300
388,484
203,787
(303,704) (164,078)
$ 84,780 $ 39,709

$115,868

$ 56,693

(16,984)
(31,088)
$ 84,780 $ 39,709

Recoverable costs and accrued profits related to the
Tactical Vehicle Systems segment include direct costs of
manufacturing and engineering, and allocable overhead
costs. Generally, overhead costs include general and
adm inistrative expenses allowable in accordance with
the United States Government contract cost principles
and are charged to cost of goods sold at the tim e revenue
is recognized. General and adm inistrative costs remain
ing in recoverable costs and accrued profits not yet billed
amounted to $17,852 and $9,585 at January 3 1 , 1994 and
1993, respectively. The Company’s total general and
adm inistrative expense incurred amounted to $79,290,
$70,075 and $62,915 in Fiscal 1993, 1992 and 1991,
respectively.
The United States Government has a security interest
in unbilled amounts associated with contracts that provide
for progress payments.
In accordance with industry practice, recoverable costs
and accrued profits include amounts relating to programs
and contracts with long production cycles, a portion of
which is not expected to be realized w ithin one year.
SUNDSTRAND CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)
Sales Under Long-Term Contracts, a portion of which are
with the U.S. government, are accounted for under the
percentage of com pletion method. The Company enters
into long-term contracts, which require it to develop or
advance state-of-the-art technology products. Sales on
developmental contracts are recorded as the related costs
are incurred and include estimated profits calculated on
the basis of the relationship between costs incurred and
total estimated costs (cost-to-cost method of percentage
of com pletion). The Company also enters into long-term
contracts for the production of products. Sales on
production-type contracts are recorded as deliveries are
made (units-of-delivery method of percentage of comple
tion). Marketing and adm inistrative costs are expensed
as incurred.
On a selective basis, the Company may enter into a
contract to research and develop or produce a product
w ith a loss anticipated at the date the contract is signed.
These contracts are entered into in anticipation that profits
w ill be obtained from future contracts for the same or
sim ilar products. These loss contracts often provide the
Company with intellectual property rights which, in effect,
establish it as the sole producer of certain products. Such
losses are recognized at the date the Company becomes
contractually obligated, with revisions made as changes
occur in the related estimates to complete.
Certain contracts and subcontracts are subject to
government audit and review. Information related to
government contract matters is presented on page 43.
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Government C ontract M atters
In connection with U.S. government contracts and sub
contracts, the Company received notification in prior
years of several defective pricing claims. W hile the Com
pany believes that its existing provisions for these claims
are adequate, the amounts due upon final resolution may
differ from the recorded provisions.

TRANSTECHNOLOGY CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f Accounting Principles

Accounting for Contracts
Substantially all of the Company’s contracts are firm fixedprice. Sales and cost of sales on such contracts are
recorded as deliveries are made. Estimates of cost to com
plete are reviewed and revised periodically throughout the
lives of the contracts, and adjustments to profit resulting
from such revisions are recorded in the accounting period
in which the revisions are made. Losses on contracts are
recorded in full as they are identified.

DISCO NTINUED OPERATIONS
Paragraph 8 of APB O pinion No. 30 states:
Discontinued Operations of a Segment of a Business.
For purposes of this Opinion, the term discontinued
operations refers to the operations of a segment of a
business as defined in paragraph 13 that has been
sold, abandoned, spun off, or otherwise disposed of
or, although still operating, is the subject of a formal
plan for disposal (see paragraph 14). The Board
concludes that the results of continuing operations
should be reported separately from discontinued
operations and that any gain or loss from disposal of
a segment of a business (determined in accordance
with paragraphs 15 and 16) should be reported in
conjunction with the related results of discontinued
operations and not as an extraordinary item. Accord
ingly, operations of a segment that has been or w ill be
discontinued should be reported separately as a
component of income before extraordinary items and
the cum ulative effect of accounting changes (if
applicable) in the following manner:
income from continuing operations before
income taxes
Provision for income taxes
income from continuing operations
Discontinued operations (Note— ):
Income (loss) from operations of
discontinued Division X (less
applicable income taxes of $— )
Loss on disposal of Division X, including
provision of $— for operating losses
during phaseout period (less applicable
income taxes of $— )
Net income

$xxx
XXX

$xxx

$xxx

XXX

XXX

$xxx

Amounts of income taxes applicable to the results of
discontinued operations and the gain or loss from
disposal of the segment should be disclosed on the
face of the income statement or in related notes.
Revenues applicable to the discontinued operations
should be separately disclosed in the related notes.
An AICPA Accounting Interpretation published in the
November 1973 issue of the Journal o f Accountancy
provides illustrations of transactions which should and
should not be accounted for as a business segment
disposal. These examples are reprinted in Section 113 of
FASB Accounting Standards— C urrent Text.
In 1993, 45 survey companies discontinued or plan to
discontinue the operations of a business segm ent.
Examples of discontinued operations accounted for as a
disposal of a business segment follow.
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Business Segment Disposals

GENERAL ELECTRIC COMPANY (DEC)
1993

COHERENT, INC. (SEP)

1991

($ millions)
1993

1992

1991

($000)
Income From Continuing Operations
Discontinued Operations;
Loss from discontinued operations
(net of tax benefits of $317, $658
and $484 for 1993,1992 and
1991, respectively)
Loss on disposal of discontinued
operations (net of tax benefit
of $4,030)
Loss From Discontinued Operations
Income Before Cumulative Effect
of Change in Accounting for
Income Taxes
Cumulative Effect of Change in
Accounting for Income Taxes
Net Income

1992

$ 9,319

(1.592)

$ 5,227

(2,583)

$ 887

(660)

(2,817)
(4,409)

(2,583)

(660)

4,910

2,644

227

5,637
$10,547

___

$2,644

—

$227

Earnings from continuing operations
before income taxes and
accounting changes
Provision for income taxes
Earnings from continuing operations
before accounting changes
Earnings from discontinued
operations, net of income
taxes of $44, $248 and $259,
respectively (note 2)
Gain on transfer of discontinued
operations, net of income taxes
of $752
Earnings from discontinued
operations
Earnings before accounting changes
Cumulative effects of accounting
changes
Net earnings

$ 6,575 $ 6,273 $ 5,726
(2,151) (1,968) (1,742)
4,424

4,305

3,984

75

420

451

678
753
5,177

_

—

420
4,725

—
(862)
$4,315 $ 4,725

451
4,435
(1.799)
$ 2,636

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2 (In Part): D iscontinued O perations
During fiscal 1993, the Company disposed of its Industrial
segment. The sale was recorded in three separate trans
actions. Effective June 2 6 , 1993, certain assets, liabilities
and the business of Coherent General, a m anufacturer
and developer of industrial laser products prim arily for the
automotive, electronics, aerospace and consum er indus
tries, located in Sturbridge, Massachusetts were sold to
Transfer Technology Group plc for cash and notes of
$4,222,000. Also effective June 2 6 ,1993, the net assets of
the industrial business of the Company’s subsidiary in
Hull, England were sold to Lumonics Ltd. for $4,281,000,
including $500,000 of minimum future royalties. Effective
August 3 1 ,1993, the Company substantially completed its
disposition of the operating assets of the Industrial segment
when it sold the net assets of its Coherent General
subsidiary in Japan to Eimac Co., Ltd. for $132,000.
The loss on disposition of the segment has been
accounted for as discontinued operations and prior years
financial statements have been restated to reflect the
discontinuation of the Industrial segment. Revenues of
the Industrial segment for 1993, 1992 and 1991 were
$14,269,000, $23,214,000 and $28,476,000, respectively.

Note 2. D iscontinued O perations
On April 2, 1993, General Electric Company transferred
GE’s Aerospace business segment, GE Government
Services, Inc., and an operating component of GE that
operated Knolls Atomic Power Laboratory under a contract
with the U.S. Department of Energy to a new company
controlled by the shareholders of Martin M arietta Corpo
ration in a transaction valued at $3.3 billion. The transfer
resulted in a gain of $678 million after taxes of $752 million.
Net assets of discontinued operations at December 31,
1992, have been segregated in the Statement of Financial
Position. Summary operating results of discontinued
operations, excluding the above gain, are as follows.

1993

1992

1991

(in millions)
Revenues
Earnings before income taxes
Provision for income taxes
Net earnings from discontinued
operations

$996
119
44

$5,231
668
248

$5,631
710
259

75

420

451
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HARCOURT GENERAL, INC. (OCT)
1993

1992

1991

($000)
Earnings (loss) from continuing
operations before income
taxes, extraordinary gain
and cumulative effect of
accounting change
$262,117 $177,011 $(370,883)
Income tax (expense) benefit
(96,627) (69,084)
72,926
Earnings (loss) from continuing
operations before extraordinary
gain and cumulative effect of
accounting change
165,490 107,927 (297,957)
Discontinued theatre operations:
Earnings from theatre
operations, net of income
taxes of $6,958, $3,863
and $3,024
10,503
6,172
4,835
Spinoff transaction expenses
in 1993 and charge for
cumulative effect of
change in accounting for
postretirement health care
benefits in 1992, net
(4,660)
(3,182)
Earnings from discontinued
theatre operations
5,843
2,990
4,835
Earnings (loss) before
extraordinary gain and
cumulative effect of
accounting change
171,333 110,917 (293,122)
Extraordinary gain on elimination
of debt, net
419,557
Charge for cumulative effect of
change in accounting for
postretirement health care
benefits, net
(36,014)
Net earnings (loss)
$171,333 $494,460 $(293,122)

NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS
2. Discontinued Operations
On December 15, 1993, the Company completed the
spinoff of its theatre operations in a tax-free distribution to
its shareholders. The newly created company is named
GC Companies, Inc. (GCC). Under the plan of distribution,
the Company transferred to GCC approximately $135.0
m illion of net theatre assets including $64.0 m illion in
cash. Each common shareholder of the Company
received one share of Common Stock in GCC for every
ten shares of Harcourt General Common and Class B
shares held on December 10,1993, which was the record
date for the distribution. In connection with the distribu
tion, GCC and Harcourt General have entered into various
agreements which govern their ongoing relationship,
including a Distribution Agreement; a Reimbursement
and Security Agreement; an Intercompany Services
Agreement; an Information Services Agreement; a Tax
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Agreement; and certain subleases. The consolidated
statements of operations and cash flows have been
restated to reflect the theatre business as a discontinued
operation. Revenues applicable to discontinued opera
tions were $495.0 m illion in 1993, $457.2 m illion in 1992
and $466.8 m illion in 1991.
Under the Reimbursement and Security Agreement,
GCC has granted to Harcourt General a security interest
in the stock of its theatre subsidiaries in order to secure
GCC’s obligation to indem nify Harcourt General from
losses Harcourt General may incur due to its secondary
liability on theatre leases which were transferred to GCC
as part of the spinoff. In addition, GCC has agreed to
certain financial covenants designed to protect Harcourt
General from incurring such liabilities.
Prior to the distribution, GCC’s employees participated
in a noncontributory defined benefit pension plan cover
ing substantially all full-tim e employees of Harcourt
General. The projected benefit obligation for GCC plan
participants was estimated to be $15.8 m illion and $13.2
m illion at October 3 1 ,1993 and 1992, respectively. Follow
ing the distribution, certain assets with a value in excess
of the projected benefit obligation w ill be transferred from
Harcourt General’s defined benefit pension plan to a new
plan for GCC participants.
GCC employees may, at their election, exercise all
Harcourt General stock options which were vested on
December 15,1993 or convert such vested stock options
into options to purchase shares of GCC Common Stock.
All non-vested Harcourt General options held by GCC
employees at December 15, 1993 w ill autom atically be
converted into GCC stock options based upon a form ula.
At October 31,1993, there were 144,694 vested and 71,790
non-vested Harcourt General stock options held by GCC
employees.
Under the Intercompany Services Agreement, Harcourt
General provides certain managem ent, accounting,
financial, legal, tax and other corporate services to GCC.
The fees for these services are based on Harcourt
General’s costs and are subject to the approval of a
committee of directors of GCC who are not affiliated with
Harcourt General. After October 3 1 ,1994, this agreement
may be term inated on 90 days’ notice. The Company’s
Chairman of the Board serves as the Chairman, President
and Chief Executive O fficer of GCC, and the Company’s
Chief Executive O fficer and President serves as a director
of GCC.
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Adjustment Of Loss Reported In Prior Period

SEARS, ROEBUCK AND CO. (DEC)
1993

1992

1991
W ESTINGHOUSE ELECTRIC CORPORATION (DEC)

($ millions)
Income (loss) from
continuing operations
$2,409.1 $(2,566.8) $ 915.6
Discontinued operations (note 3)
Operating income, less income
tax expense of $167.7, $299.2
and $231.0
240.1
363.3
507.9
Loss on disposal, including
income tax expense of $22.0
(64.0)
Income (loss) before extraordinary
loss and cumulative effect of
accounting changes
2,585.2
(2,058.9) 1,278.9
Extraordinary loss related to
early extinguishment of debt
(210.8)
Cumulative effect of accounting
changes
(1,873.4)
$2,374.4 $(3,932.3) $1,278.9
Net income (loss)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. D iscontinued operations
In March 1993, Dean W itter completed a prim ary initial
public offering of 19.9% of its common stock. The Com
pany did not recognize a gain on this transaction. On June
18, 1993, the Company’s Board of Directors approved a
tax-free spinoff of Dean W itter to the Company’s common
shareholders. Sears common shareholders of record on
June 28, 1993 received, effective June 30, 1993, .3903
shares of Dean W itter for each Sears common share
owned. This transaction resulted in a noncash dividend to
Sears common shareholders totaling $2.29 billion.
In May 1993, the Company entered into separate agree
ments to sell the Coldwell Banker Residential business
and the Sears Mortgage Banking operations. A $64.0 mil
lion after-tax loss was recorded in the second quarter of
1993 prim arily due to adverse income tax effects related to
the sale of Sears Savings Bank. These sales were
completed in the fourth quarter of 1993.
The operating results of the discontinued operations
are summarized below;

Year Ended December 31
1991
1993
1992

Millions
Dean Witter, Discover & Co.
Revenues
Income
Coldwell Banker Residential
Services
Revenues
Income (loss)

$5,233.1
434.3

$4,942.0
336.9

$1,203.7 $1,523.4
(7.7)
73.6

$1,392.2
26.4

$2,832.2
247.8

($ millions)
Income (loss) from Continuing
Operations before income taxes
and minority interest in income of
consolidated subsidiaries
$(236) $ 550 $ 496
Income taxes
70
(187)
(159)
Minority interest in income of
consolidated subsidiaries____________ (9)______ (6)_____ (2)
Income (loss) from Continuing
Operations
(175)
357
335
Discontinued Operations, net of income
taxes (note 2):
Loss from Operations
—
(30) (1,421)
Estimated loss on disposal of
Discontinued Operations__________(95) (1,383)
—
Loss from Discontinued Operations_____ (95)
(1,413) (1,421)
Loss before cumulative effects of
changes in accounting principles
(270) (1,056) (1,086)
Note 2 (In Par t): D iscontinued O perations
In November 1992, the Corporation announced the Plan
that included exiting the financial services business
through the disposition of its asset portfolios and the sale
of other nonstrategic businesses. The Plan provided for
the sale of real estate and corporate finance portfolios
over a three-year period and the run-off of the leasing
portfolio over a longer period of tim e in accordance with
contractual terms. Also, as part of the Plan, the Corporation
was to divest the following other non-strategic operations:
DCBU and WESCO; Knoll; and WCI. Financial Services
and Other Operations have been accounted for as dis
continued operations in accordance with APB 30.

In the fourth quarter of 1993, the Corporation recorded
an additional provision for loss on disposal of Discon
tinued Operations of $148 m illion, pre-tax or $95 m illion,
after-tax. This change in the estimated loss resulted from
additional inform ation, obtained through negotiation
activity, regarding the expected selling prices of WESCO
and the Australian subsidiary of DCBU. Also contributing
to this provision was a decision to bulk sell a Financial
Services residential development that the Corporation,
upon adoption of the Plan, had intended to transfer to WCI
for development. These matters and a revision to the
estimated interest costs expected to be incurred by the
Discontinued Operations during the disposal period
resulted in the additional fourth quarter provision.

Discontinued Operations
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Reclassified As Part Of Continuing Operations

Reclassified As Investments Held For Sale

M/A-COM, INC. (SEP)

SUN COMPANY, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1993

1992

1991

($ millions)
Note 2 (In Part): Changes in Business

Discontinued Operations
In the first quarter of 1993, the Company decided to retain
its M/A-COM Power Hybrids Operation (“ PHO” ) as part of
the Company’s continuing operations. The decision to
retain this business resulted from PHO’s improved operat
ing performance and market potential. PHO was identified
for disposition in 1990 and had been accounted for as a
discontinued operation since that time. The accompany
ing consolidated statements of operations and of cash
flows for the years ended October 3 , 1992 and September
28, 1991 have been reclassified to present PHO within
continuing operations.
As a result of the 1990 decision to dispose of PHO, the
Company had recorded a loss from discontinued opera
tions of $10.5 m illion for estimated operating losses during
the phase out period and to reduce the related assets to
estimated realizable value. PHO’s actual operating losses
during the period that it was accounted for as a discon
tinued operation were $10.5 m illion. Accordingly, there
were no rem aining discontinued operations accrued
losses associated with PHO as of October 3 , 1992.
During the years ended October 3 , 1992 and September
28, 1991, PHO generated sales of $12.6 m illion and $9.2
m illion, respectively, and operating losses of $3.1 m illion
and $6.8 m illion, respectively. The total assets and liabili
ties of PHO as of October 3, 1992 were $6.6 m illion and
$2.0 m illion, respectively, and as of September 28, 1991
were $6.8 m illion and $1.9 m illion, respectively.

Revenues
Sales and other operating revenue
(including consumer excise taxes
of $1,883 in 1993, $1,819 in 1992
and $1,684 in 1991)
$9,180 $10,445 $11,493
Gain on divestments
174
5
6
Gain on litigation settlement
178
Interest income
18
22
46
Income (loss) from investments in
operations held for sale (Note 2)
(1)
32
Other income
46
8
9,417
10,682
11,553
Costs and Expenses
Cost of products sold and operating
expenses
5,821
7,192
8,189
Selling, general and administrative
expenses
647
661
818
1,977
Taxes, other than income taxes
2,024
1,840
Depreciation, depletion and
amortization
354
385
433
Exploratory costs and leasehold
22
60
102
impairment
Provision for write-down of assets
and other matters
23
745
156
Minority interest
27
3
16
97
Interest cost and debt expense
81
112
Interest capitalized
(8)
(6)
(5)
8,991
11,114
11,661
Income (loss) from continuing
operations before provision
(credit) for income taxes and
cumulative effect of change
in accounting principle
(432)
426
(108)
Provision (credit) for income taxes
143
22
(115)
Income (loss) from continuing
operations before cumulative effect
of change in accounting principle
283
(317)
(130)
Income (loss) from discontinued
_
operations (Note 2)
19
(257)
Cumulative effect of change in
_
accounting principle
5
(261)
Net Income (Loss)
$ 288 $ (559) $ (387)

Section 3: Income Statement
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2 (In P art): Changes in Business

Investments in Operations Held for Sale
In January 1993, Sun decided to sell the assets of the
Company’s coal and cokemaking operations comprised
of Sun Coal Company and Elk River Resources, Inc. and
its subsidiaries (collectively, “ Sun Coal” ). In connection
with this decision, Sun sold its western U.S. coal operations
during 1993 and continues to actively pursue the sale of its
remaining eastern U.S. coal and cokemaking operations.
In October 1991, the Company’s Board of Directors
approved a plan to dispose of the Company’s investment
in Radnor Corporation (“ Radnor” ), its wholly owned real
estate development subsidiary. In connection with this
plan, the Company is actively pursuing a program of con
trolled disposition.
Prior to the fourth quarter of 1993, coal and real estate
operations had been classified as discontinued operations
in the consolidated financial statements. In accordance
therewith, results of operations of Sun’s coal and real
estate businesses subsequent to their measurement
dates of December 31, 1992 and September 30, 1991,
respectively, had been excluded from the consolidated
statements of income. In November 1993, the Securities
and Exchange Commission issued Staff Accounting
Bulletin No. 93 which requires discontinued operations
that have not been divested w ithin one year of their
measurement dates to be accounted for prospectively
as investments held for sale. As a result, pretax income
(loss) from Sun’s coal and real estate operations, which
totalled $(2) and $1 m illion, respectively, during the fourth
quarter of 1993, has been included as a single amount in
income from continuing operations. On an after-tax basis,
income from Sun’s coal and real estate operations totalled
$2 and $1 m illion, respectively, during the fourth quarter
of 1993.
The following is a summary of results of operations of
these businesses prior to their measurement dates as
well as the estimated loss on disposition of real estate
operations:
Real
Total
Coal Estate

(Millions of dollars)
1992
Income from operations before credit for
income taxes
Credit for income taxes
Income from discontinued operations
1991
Loss from operations before credit for
income taxes
Credit for income taxes
Loss from operations*
Estimated loss on disposition before credit
for income taxes
Credit for income taxes
Estimated loss on disposition
Loss from discontinued operations

$ 1 $ —
(18)
$19 $ -

$

1
(18)
$ 19

$(21) $(188) $(209)
(82)
(63)
(19)
(2) (125) (127)
(223) (223)
(93)
(93)
—
(130) (130)
$ (2) $(255) $(257)
—

* Includes after-tax provision for write-down of assets to net realizable
value of $21 million in coal and $93 million in real estate.

Prior to their measurement dates, revenues from coal
operations totalled $356 and $377 m illion in 1992 and
1991, respectively, while revenues from real estate opera
tions totalled $212 m illion in 1991.
The net assets and liabilities relating to the coal and real
estate operations held for sale have been segregated on
the consolidated balance sheets from their historic clas
sifications to separately identify them as investments in
operations held for sale. Such amounts are summarized
as follows:
December 31
1993
1992

(Millions of dollars)
Coal Operations
Accounts receivable
Inventories
Properties, plants and equipment
Other assets
Accounts payable and accrued liabilities
Retirement benefit liabilities
Other liabilities
Investment in coal operations held for sale
Real Estate Operations
Inventories
Properties, plants and equipment
Other assets
Nonrecourse financing
Recourse debt
Other liabilities (including Sun’s estimated
loss on disposition)
Investment in real estate operations held
for sale

$ 18
27
175
32
(40)
(44)
(55)
$113

$ 27
29
355
36
(52)
(43)
(70)
$282

$ 158
374
49
(90)
(324)

$211
594
49
(109)
(493)

(33)

(126)

$134

$126

As part of a restructuring of Radnor’s recourse debt obli
gations during 1992, the Company, through its wholly
owned subsidiary, The Claymont Investment Company,
has provided Radnor with a $100 m illion credit facility. As
of December 31, 1993, there was $23 m illion borrowed
against this facility. Amounts borrowed by Radnor under
this facility are not collateralized by any of its assets.
Radnor’s recourse debt obligations require that its
stockholder’s equity, w hich totalled $103 m illion at
December 31, 1993, equal at least $100 m illion. In the
event that Radnor’s stockholder’s equity declines below
this amount, the Company would have the option to make
a capital contribution to Radnor to avoid default by Radnor
on these obligations or to advance the remaining amount
available under the $100 m illion credit facility.
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Charges or Credits Shown After Income Tax Caption

BINKS MANUFACTURING COMPANY (NOV)
TABLE 3-16: CHARGES OR CREDITS SHOWN
AFTER INCOME TAX CAPTION
Number of Companies
1993 1992 1991 1990
Cumulative effect of accounting
change .................................
Minority interest........................
Equity in earnings or losses
of investees...........................
Other ......................................

216
66

221
60

47
64

15
55

40
13

36
9

36
9

40
7

CHARGES OR CREDITS SHOW N AFTER
INCOM E TAX CAPTION
Table 3-16 indicates the nature of charges or credits, other
than extraordinary items, positioned on an income state
ment after the caption for income taxes applicable to
income from continuing operations. Examples of charges
or credits shown after the caption for income taxes
applicable to income from continuing operations follow.
BAUSCH & LOMB INCORPORATED (DEC)

Earnings Before Income Taxes,
Minority Interest, And
Cumulative Effect Of Change
In Accounting Principle
Provision for income taxes
Earnings Before Minority
Interest And Cumulative
Effect Of Change In
Accounting Principle
Minority interest in subsidiaries
Earnings Before Cumulative
Effect Of Change In
Accounting Principle
Cumulative effect of change
in accounting principle,
net of tax
Net Earnings

1993

1992
($000)

1991

$242,024
80,761

$262,644
85,125

$149,518
59,426

161,263
4,716

156,547

177,519
6,099

171,420

1992

1993

90,092
4,151

85,941

1991

Earnings before income
taxes, equity in earnings
(loss) of unconsolidated
subsidiaries, and
cumulative effect of
change in accounting
principle
$2,022,090 $3,199,971 $2,264,129
Income taxes
1,569,038 1,053,034
641,226
Earnings before equity
in earnings (loss) of
unconsolidated
subsidiaries and
cumulative effect
of change in
accounting principle
1,380,864 1,630,933 1,211,095
Equity in earnings (loss)
of unconsolidated
subsidiaries
(50,000)
(217,005)
2,466
Earnings before cumulative
effect of change in
accounting principle
1,330,864 1,413,928 1,213,561
Cumulative effect to
December 1 ,1991 of
change in accounting
for income taxes
194,956
Net earnings
$1,330,864 $1,608,884 $1,213,561

GTI CORPORATION (DEC)

Income before income taxes and
minority interest
Provision for income taxes
Minority interest in earnings
of subsidiary
Net income

1993

1992
($000)

1991

$18,376
4,353

$13,344
3,389

$6,320
1,528

823
$13,200

925
$ 9,030

514
$4,278

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

$156,547

$171,420

(58,311)
$ 27,630

Note 1 (In Part): Summary o f Significant Accounting Policies

M inority Interest in Subsidiary
The Company purchased approximately 90.8% of the
outstanding capital stock of Valor Electronics, Inc. (Valor),
effective July 1, 1990. The Company purchased an addi
tional 6.4% of Valor, effective June 3 0 , 1993 (See Note 2).
The amounts in m inority interest at December 31, 1993
represent the 2.8% ownership of Valor’s outstanding
capital stock held by the m inority shareholders of Valor.
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THE READER’S DIGEST ASSOCIATION, INC. (JUN)
1993

1992

1991

($ 000)

Income before provision for
income taxes and cumulative
effect of changes in
accounting principles
Provision for income taxes
Income before cumulative effect
of changes in accounting
principles
Cumulative effect of changes in
accounting principles for:
Income taxes
Postretirement benefits (net
of tax benefit of $33,375)
Net Income

$419,919
161,669

$381,111
146,728

$340,063
130,923

258,250

234,383

209,140

(53,313)
$207,312 $234,383

$209,140

2,375

W ALBRO CORPORATION (DEC)

Income Before Provision for Income
Taxes, Equity in (Income) Loss of
Joint Ventures, and Cumulative
Effect of Accounting Change
Provision for Income Taxes
Equity in (Income) Loss of
Joint Ventures
Income Before Cumulative Effect of
Accounting Change
Cumulative Effect of Accounting
Change, Net of Tax Benefit
of $1,494
Net Income

1993

1992
($000)

1991

$17,230
4,574

$17,011
4,664

$7,359
2,056

89

(179)

465

12,567

12,526

4,838

APB O pinion No. 30 defines extraordinary item s as
“ events and transactions that are distinguished by their
unusual nature and by the infrequency of their occur
rence,’ ’ and states that an event or transaction “ should be
presumed to be an ordinary and usual activity of the
reporting entity, the effects of which should be included in
income from operations, unless the evidence clearly
supports its classification as an extraordinary item as
defined in this Opinion.” O pinion No. 30 and the AICPA
Accounting Interpretation published in the November 1973
issue of the Journal o f Accountancy illustrate events and
transactions which should and should not be classified as
extraordinary items. These examples are reprinted in
Section I17 of FASB Accounting Standards— C urrent Text.
Statem ent o f F inancial A ccounting Standards No. 4
specifies that material debt extinguishm ent gains and
losses be classified as extraordinary items.
Table 3-17 shows the nature of items classified as
extraordinary by the survey companies. Paragraphs 61 of
APB O pinion No. 11 specified that realized loss carryfor
wards be reported as extraordinary items. SFAS No. 109,
effective for fiscal years beginning after December 15,
1992, requires that realized loss carryforwards be classi
fied as a component of income tax expense.
Examples of extraordinary items follow.

Debt Extinguishments
BERGEN BRUNSW IG CORPORATION (AUG)
1993

2,900
$ 9,667

—

$12,526

—
$4,838

Earnings before extraordinary loss
Extraordinary loss from early
extinguishment of debt, net of
income tax benefit of $1,786
Net earnings

$28,607

1992
($000)
$60,864

_
(2,570)
$26,037 $60,864

1991
$64,137

_
$64,137

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TABLE 3-17: EXTRAORDINARY ITEMS
Nature
Debt extinguishments...............
Operating loss carryforwards__
Litigation settlements...............
Other ....................................
Total Extraordinary Item s.........

EXTRAORDINARY ITEMS

1993

1992

1991

1990

79
9
1
6
95

60
17
2
5
84

33
20
1
4
58

36
24
2
5
67

Number of Companies
Presenting extraordinary
items..................................
Not presenting extraordinary
items..................................

91

81

55

63

509

519

545

537

Total Companies.................

600

600

600

600

2 (In Part): Borrow ing Arrangem ents
In 1989, the Company issued convertible zero couponsubordinated notes in the form of LYONs due November
16, 2004. The Company received net proceeds of $169.0
m illion (after underwriting discount of $5.2 m illion) from
the offering which had a principal amount at m aturity of
$471.5 m illion. Each LYON was issued at $369.43 per
$1,000 principal amount at maturity and could be converted,
at the option of the holder, at any tim e on or prior to
m aturity unless previously redeemed or otherwise pur
chased, into 16.474 shares of Class A Common Stock of
the Company subject to adjustment in certain events. On
February 10, 1993, the Company redeemed for cash
$471,429,000 of the outstanding principal amount of the
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LYONS at a redemption price of $458.08 per $1,000 principal
amount at m aturity (representing the issue price pius
accrued original issue discount to February 10,1993). The
balance of $71,000 principal amount was converted into
1,169 shares of the Company’s Class A Common Stock.
The redemption resulted in an extraordinary after-tax
loss of $2.6 m illion, net of related income tax benefit of
$1.8 m illion.
CHAM PION INTERNATIONAL CORPORATION (DEC)
1993
Income (Loss) before Income
Taxes, Extraordinary Item
and Cumulative Effect of
Accounting Changes
Income Taxes (Benefit)
Income (Loss) before
Extraordinary Item
and Cumulative Effect
of Accounting Changes
Extraordinary Item— Loss on
Early Retirement of Debt,
Net of Taxes (Note 6)
Cumulative Effect of
Accounting Changes,
Net of Taxes
Net Income (Loss)

1992
($000)

1991

$(165,676) $ 9,592 $78,198
(31,222)
(4,328) 37,855

THE DIAL CORP (DEC)
1992
($ 000)

1993
Income (loss) before
extraordinary charge and
cumulative effect of change
in accounting principle
Extraordinary charge for early
retirement of debt, net of tax
benefit of $11,833
Cumulative effect, net of tax
benefit of $63,542, to
January 1 ,1992, of initial
application of SFAS No. 106,
“ Employers’ Accounting for
Postretirement Benefits Other
Than Pensions”
Net Income (Loss)

1991

$142,393 $ 29,226 $(57,608)
(21,908)

(110,741)
$120,485 $ (81,515) $(57,608)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(134,454)

13,920

40,343

(14,266)
(7,523) (454,314)
—
$(156,243) $(440,394) $40,343

Note 6 (in Part): Long-Term D ebt
(Exclusive o f C urrent Installm ents)
During the fourth quarter of 1993, the company sold
approximately 870,000 acres of tim berlands in Montana
and its wood products facilities at Bonner and Libby, Mon
tana. Net cash proceeds of approximately $284 m illion
from these sales were used prim arily to reduce long-term
debt, including redemption of $77.5 m illion principal
amount of 10⅝ % Sinking Fund Debentures and $100 m il
lion principal amount of 9½ % Sinking Fund Debentures.
The company has recorded an extraordinary loss of $23
m illion ($14 m illion net of taxes), consisting of redemption
premiums and the w rite-off of deferred financing costs,
related to early retirem ent of debt. The im pact of the
Montana sales on 1993 net income was not material.

H (In Part): Long-Term D ebt
During the third quarter of 1993, Dial utilized the proceeds
from the sale of MCII to repurchase approxim ately
1,000,000 shares of D ial’s common stock on the open
market and to reduce outstanding short-term debt. Dial
also prepaid $187,250,000 principal amount of long-term,
fixed-rate debt, having a weighted average interest rate of
10%. These prepayments resulted in an extraordinary
charge (after-tax) of $21,908,000.

SPECTRUM CONTROL, INC. (NOV)
1993

Income (loss) before extraordinary item
Extraordinary item (Note 7)
Gain on extinguishment of debt, net
of applicable income taxes of $446
Net income (loss)

1992
($000)
$ 982 $1,432

$(691)

4,012
$4,994

$(691)

$1,432

1991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Long-Term Debt
Spectrum Control Technology, Inc., a wholly-owned
subsidiary of the Company (the “ Subsidiary” ), financed
the acquisition of certain land, building and equipm ent in
1986 by assuming a $7,800,000 industrial development
authority bond issue. The bonds, bearing interest at 65%
of the prevailing prime rate, were collateralized by the
Subsidiary’s land, building and equipm ent and had
scheduled principal paym ents in varying am ounts
through the year 2007. At November 3 0 , 1992, bonds with
an aggregate face value of $7,700,000 remained outstanding
under the bond issue. On February 2 4 , 1993, the Company
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entered into separate agreements w ith the bondholders to
purchase all of the outstanding bonds (the “ Purchase
Agreements” ). Under the term s of the Purchase Agree
ments, the Company acquired the outstanding bonds at
an aggregate purchase price of $3,242,000 on March 1,
1993. in addition, the Company granted stock warrants
that entitle the form er bondholders to purchase an
aggregate of 275,000 shares of the Company’s Common
Stock through February 2 8 ,1996, at exercise prices ranging
from $4.00 to $5.00 per share. In connection with the
purchase of these bonds, the Company and its principal
lending institution (the “ Bank” ) entered into a loan agree
ment on February 24, 1993, under which the Company
borrowed $3,200,000 on March 1, 1993 to substantially
finance the purchase of the outstanding bonds (the
“ Bridge Loan” ). On August 4 , 1993, the Company and the
Bank completed a refinancing arrangement under which
the Bridge Loan was fully repaid and industrial develop
ment authority bonds in the aggregate principal amount of
$3,200,000 were issued to refund the original bond issue.
The newly issued bonds, which bear interest at approxi
mately 50% of the prevailing prime rate, are collateralized
by the Subsidiary’s land, building and equipm ent and the
guaranty of the Company, and have annual scheduled
principal payments ranging from $200,000 to $300,000
through the year 2007.
As a result of this debt restructuring, the Company
recognized an extraordinary gain of $4,458,000 on March
1, 1993, representing the difference between the face
value of the bonds of $7,700,000 and the fair market value
of the consideration given to the bondholders of
$3,242,000. The extraordinary gain, net of applicable
income taxes of $446,000, has been included in the
Company’s results of operations for the year ended
November 3 0 , 1993.
W EYERHAEUSER COMPANY (DEC)

Earnings (loss) before
extraordinary item and effect
of accounting changes
Extraordinary item, net of
applicable taxes of $33,732
(Note 6)
Effect of accounting changes
Net earnings (loss)

1991

1993

1992
($000)

$527,285

$372,049

$(100,948)

52,052
—
$579,337

—
$372,049

(61,000)
$(161,948)

Benefits Payable Under Coal Industry Retiree
Benefit Act of 1992
W HEELING-PITTSBURGH CORPORATION (DEC)
1993

1992

1991

($ 000)

Income (loss) before
extraordinary items
Extraordinary charges— net of
income taxes
Net income (loss)

$30,721

$(33,627) $4,717

36,953 ____ ___ (6,232) (33,627) 4,717

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note K— Extraordinary Charges
In 1993, the extraordinary charges include:
(Dollars in thousands)
$31,353
14,300
(8,700)
$36,953

Premium on early debt retirement
Coal retiree medical benefits
Income tax effect

In November 1993 the Company paid a premium of $31.4
m illion to retire $165.5 m illion (94.5%) of the First Mort
gage Notes.
The Coal Industry Retiree Health Benefit Act of 1992
(the “ Act” ) created a new United Mine Workers of Am erica
m ultiem ployer postretirem ent medical and death benefit
plan to replace two existing m ultiem ployer plans which
had developed significant deficits. The Act assigns com
panies the rem aining benefit obligations for form er
employees and beneficiaries, and a pro rata allocation of
benefits related to unassigned beneficiaries (“ orphans” ).
The Company’s estimated gross obligation under the Act
is $14.3 m illion.

TABLE 3-18: EARNINGS PER SHARE— 1993

Note 6— E xtraordinary Item
In 1993 the company realized a net gain of $52,052
($85,784 less related tax effect of $33,732) as a result of
extinguishing certain debt obligations.

Additional shares issuable for
Preferred
Stock
Options Warrants
Debt
Included in primary per
share calculation__
Included in fully diluted
per share
calculation..............
No dilution...............
Not disclosed............
No additional shares
issuable.................
Total Companies ...

14

25

250

24

37
40
17

48
36
28

30
125
159

1
9
14

492

463

36

552

600

600

600

600
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EARNINGS PER SHARE

THE DIAL CORP (DEC)

Paragraph 12 of APB Opinion No. 15 states in part:
12. The Board believes that the significance attached
by investors and others to earnings per share data,
together with the importance of evaluating the data in
conjunction with the financial statements, requires
that such data be presented prom inently in the finan
cial statements. The Board has therefore concluded
that earnings per share or net loss per share data
should be shown on the face of the income state
ment. The extent of the data to be presented and the
captions used w ill vary with the com plexity of the
company’s capital stru c tu re ...
Examples of earnings per share presentations follow.
COMPAQ COMPUTER CORPORATION (DEC)

Net income

1993 1992 1991
In millions, except per share amounts
$462 $213 $131

Earnings per common and common
equivalent share:
Primary
Assuming full dilution
Shares used in computing earnings per
common and common equivalent share:
Primary
Assuming full dilution

$5.45

$2.58

$5.35

$2.52

Net Income (Loss)

1992
1991
1993
(000 omitted, except per share data)
$120,485 $(81,515) $(57,608)

income (Loss) per
Common Share:
Continuing operations
$
Discontinued operations
Income (loss) before
extraordinary charge and
cumulative effect of change
in accounting principle
Extraordinary charge
Cumulative effect to
January 1 ,1992, of
initial application
of SFAS No. 106
Net Income (Loss) per
Common Share
$
Average outstanding common
and equivalent shares

2.56
0.75

1.74 $ 0.62
(1.07)
(2.09)

$

0.67

3.31
(0.51)

(1.47)

(2.64)
2.80
42,703

$ (1.97) $ (1.47)
42,013

39,911

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): S ignificant Accounting Policies

84.7

82.6

88.1

86.3

84.7

88.1

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Earnings Per Share
Primary earnings per common and common equivalent
share and earnings per common and common equivalent
share assuming full dilution are computed using the
weighted average number of shares outstanding adjusted
for the incremental shares attributed to outstanding
options to purchase common stock.

Net Income (Loss) Per Common Share
Net income (loss) per common share is based on net
income (loss) after preferred stock dividend requirements
and the weighted average number of common shares out
standing during each year after giving effect to stock
options considered to be dilutive common stock equiva
lents. Fully diluted net income (loss) per common share is
not m aterially different from prim ary net income (loss) per
common share. The average outstanding common and
equivalent shares does not include 3,923,933 and
5,033,565 shares held by the Employee Equity Trust (the
“ Trust” ) at December 31, 1993 and 1992, respectively.
Shares held by the Trust are not considered outstanding
for net income (loss) per share calculations until the
shares are released from the Trust.
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H.B. FULLER COMPANY (NOV)

THE KROGER CO (DEC)
1993

1992

1991

Net earnings

$ 9,984

Earnings (loss) per com m on share:
Earnings before accounting
changes
Accounting changes
Net earnings
Average num ber o f com m on
and com m on equivalent
shares outstanding

$35,622

$27,687

$1.55
(0.84)

$2.55

$2.00

$0.71

$2.55

$2.00

13,989

13,854

NOTES TO CONSOLIDATED FINANCIAL S TATEMENTS
1 (In Part): Sum m ary o f Significant Accounting Policies

Earnings Per Common Share
Earnings per common share are determined by dividing
earnings by the weighted-average number of common
shares, including common share equivalents, outstand
ing during each year. Earnings used in the calculation are
reduced by the dividends paid to the preferred stockholder.

Prim ary earnings (loss) per
Com m on Share
Earnings before extraordinary
loss and cum ulative effect
o f change in accounting
Extraordinary loss
Cum ulative effect o f change
in accounting

1993

1992

1991

(000 omitted, except per share data)
Net earnings (loss) fo r the year

$(38,365)

$(220,245)

$6,220

Earnings (loss) per com m on share
and com m on share equivalent

$

$

$

(1.74)

Average num ber o f com m on
shares used in prim ary
calculation
Fully-diluted earnings (loss) per
Common Share
Earnings before extraordinary
loss and cum ulative effect
o f change in accounting
Extraordinary loss
Cum ulative effect o f change
in accounting
Net earnings (loss)
Average num ber o f com m on
shares used in fu lly-d ilu te d
calculation

HARTMARX CORPORATION (NOV)

(8.59)

.20

NOTES TO CONSOLIDATED FINANCIAL S TATEMENTS
Sum m ary o f Accounting Policies (In Part)

Per Share Information
The computation of earnings or loss per share in each
year is based on the weighted average number of com
mon shares outstanding. When dilutive, stock options and
warrants are included as share equivalents using the
treasury stock method. The number of shares used in
computing the earnings (loss) per share was 22,056,000 in
1991, 25,629,000 in 1992 and 31,375,000 in 1993. Primary
and fully diluted earnings per share are the same for each
of these years. In July 1991, the Company sold 4.3 million
shares of common stock, pursuant to a public offering.
Net proceeds of $38.5 million were used to repay bank
borrowings. Effective December 30, 1992, the Company
completed the sale to an unrelated third party of 5,714,286
shares of its common stock along with a three year warrant
to purchase an additional 1,649,600 shares at an exercise
price of $6.50 per share, for an aggregate price of $30 mil
lion. if this transaction had occurred as of December 1,
1992, the net earnings per share for the year would have
been the same as the reported net earnings of $.20
per share.

1991

(In thousands, except per share amounts)

Net earnings (loss)
14,018

1992

1993

(Dollars in thousands, except share amounts)

$

1.60
(.22)

$

1.11
(1.17)

$

1.12
(.23)

$

(.06)

$

.89

(1.49)
$

(.11)

106,711

$

1.50
(.19)

91,364

90,218

$

1.11
(1.17)

$

1.11
(.23)

$

(.06)

$

.88

(1.28)
$

.03

124,293

91,452

90,461

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Earnings (Loss) Per Common Share

Primary earnings (loss) per common share equals net
earnings (loss) divided by the weighted average number
of common shares outstanding, after giving effect to dilutive
stock options. Fully diluted earnings per common share
equals net earnings plus, for 1993, after tax interest
incurred on the 8¼% Convertibles and 6⅜ % Convertibles
of $16,065 divided by common shares outstanding after
giving effect to dilutive stock options and, for 1993, shares
assumed to be issued on conversion of the Company’s
convertible securities. The convertible securities are not
included in the fully diluted earnings per share calculation
for 1992 because they are anti-dilutive. They are not
included in the fully diluted earnings per share calculation
for 1991 because the 8¼ % Convertibles were anti-dilutive
and the
Convertibles had not been issued.
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SPX CORPORATION (DEC)

QUANEX CORPORATION (OCT)

1993

1992 _____
1993 ______
1991
Net income (loss) attributable to
common stockholders

Net income (loss)
$ 2,494 $(21,567) $11,916

Earnings (loss) per common share:
Primary:
Income before cumulative
effect of accounting change $
Cumulative effect of
accounting change
Net earnings (loss)
$
Assuming full dilution:
Income before cumulative
effect of accounting change
Cumulative effect of
accounting change
Net earnings (loss)
Weighted average number of
shares outstanding:
Primary
Assuming full dilution
N O TE S

.18 $

0.28 $ 1.02

(1.98)
—
.18 $ (1.70) $ 1.02

$

.18

$

—
(1.98)
.18 $ (1.70) $ 1.00

13,551
13,596

$0.28 $ 1.00

12,696
12,696

11,679
14,002

TO CONSOLIDATED FIN A N C IA L S TATE M E N T S

1 (In P art): S ig n ific a n t A ccou n tin g P olicies

Earnings Per Share Data
Primary earnings per share is computed by deducting
preferred dividends from net income in order to determine
net income attributable to common stockholders. This
amount is then divided by the weighted average number
of common shares outstanding and common stock
equivalents.
Earnings per share assuming full dilution is determined
by dividing net income plus subordinated debenture
interest and amortization expense (net of income taxes)
by the weighted average number of common shares out
standing during the year after giving effect for common
stock equivalents arising from stock options and for
subordinated debentures or preferred stock assumed
converted to common stock.

1992

1991

(Dollars in thousands except per share amounts)

(In thousands, except per share amounts)

$(40,600) $14,860 $(21,560)

Income (loss) per share of
common stock:
Before cumulative
effect of change
in accounting
methods and
extraordinary loss
$ 1.20 $ 1.48 $ (1.56)
Cumulative effect of change in
accounting methods, net
—
of taxes
(2.52)
(.41)
Extraordinary loss, net of taxes
(1.90)
—
—
Net income (loss)
$ (3.22) $ 1.07 $ (1.56)
NOTES TO CONSOLIDATED FIN A N C IA L S TA TEM EN TS
1 (In P art): B asis o f P resen tatio n a n d S u m m ary o f
A ccou n tin g P olicies

Earnings Per Share
Primary earnings per share is computed by dividing net
income by the weighted average number of common
shares outstanding. Common shares outstanding
includes issued shares less shares held in treasury and,
in 1993, unallocated and uncommitted shares held by the
ESOP trust. The exclusion of unallocated and uncommit
ted shares held by the ESOP trust in 1993 is due to the
company’s adoption of Statement of Position 93-6 (see
Note 2). Prior to 1993, unallocated and uncommitted
shares held by the ESOP trust were included in weighted
average number of common shares outstanding used for
calculating earnings per share. Average weighted unallo
cated and uncommitted shares in the ESOP trust were
1,361,000 shares at the end of 1992 and 1,476,000 shares
at the end of 1991. The potential dilutive effect from the
exercise of stock options is not material.
2 0 (In P art): C a p ita l S to ck

Authorized shares of common stock (par value $10.00)
total 50,000,000 shares. Common shares issued and out
standing are summarized in the table below.
December 31
1993
1992

1991

(In thousands)

Issued
In treasury
Outstanding
ESOP trust—unallocated

15,556
(1.633)
13,923

15,536
(1,633)
13,903

15,471
(1.633)
13,838

1,246

1,361

1,476
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SOCIAL AWARENESS EXPENDITURES
Certain survey companies disclosed contributions to
charitable organizations, grants to com m unity related
activities, expenditures to aid m inority groups or enter
prises, and other form s of social awareness or respon
s ib ility . Such disclosures of social aw areness or
responsibility are alm ost always made in the annual report
narrative which is not part of the financial statements;
accordingly, no attem pt was made to tabulate those
disclosures. Examples of such disclosures follow.

ABBOTT LABORATORIES (DEC)
COMMITMENT

In 1993, Abbott Laboratories continued its long-standing
commitment to the community. Community education
programs and preservation of the environment are two
areas where Abbott invested significant resources.
Supporting Education
For over 25 years, Abbott has supported a variety of edu
cation programs, with a special emphasis on attracting
students to the technical and scientific fields that serve as
the backbone of Abbott Laboratories.
“ G irls and Science: Linkages for the Future” encourages
young women to enter science and engineering. In conjunc
tion with the American Association for the Advancement
of Science (AAAS) and with volunteer support from Abbott
employees, the company sponsored training workshops
for Girl Scout councils in Illinois and W isconsin at the
corporate headquarters. AAAS instructors taught troop
leaders how to conduct hands-on science and math
experiments. The program w ill potentially reach more
than 20,000 Girl Scouts. More than 30 Abbott scientists
and engineers volunteered to act as role models for
the troops.
In Barceloneta, Puerto Rico, Abbott is underwriting a
sim ilar AAAS program focusing on science and math
skills for Hispanic students. Fifty elem entary school
teachers learned a variety of scientific experim ents
appropriate for their classrooms and w ill share their train
ing with other teachers. Abbott also donated materials
and is providing technical support from Abbott employee
volunteers.
“Advancing M inorities’ Interest in Engineering (AM IE): A
C oalition o f H istorically B lack Colleges and U niversities
and Fortune Companies,” a newly created alliance, is the
outcom e of an Abbott-sponsored initiative. Together,
member corporations and the nine historically black
schools in the U.S. are working to increase the opportuni
ties available for m inorities to pursue and succeed in
engineering careers.
“ CHOICES” is a program presented to ninth-graders by
trained Abbott employee volunteers who visit students in
their classrooms. Through exercises and discussions,
these volunteers help children understand that staying in
school gives them more choices in life. CHOICES is an
excellent example of how the educational and business
com m unities can work together to prepare students for
adult life.

Caring fo r the Environm ent
Abbott’s corporate philosophy is that business leaders
also must be environmental leaders, and that the com
pany’s actions today w ill have an im pact on future genera
tions. The company focuses on the three “ Rs” of
environmental protection: reduce, reuse and recycle.
Abbott continually assesses thousands of m anufacturing
processes, products and packages to determ ine how they
can be made more environm entally friendly.
Reducing the volume of material put into a product
helps to lower manufacturing and disposal costs. For
example, decreasing the width of a plastic wall by only a
fraction of an inch in a disposable cartridge used in an
A bbott Vision blood analyzer takes on new significance
when that piece is reproduced several hundred thousand
tim es each year.
One of the best alternatives to disposing of waste is
selling it to another company that can use it in a manufac
turing process. For example, some Abbott m anufacturing
byproducts are used to clean printing presses and in
windshield washer solvent.
In the U.S., Abbott recycles approxim ately 30 m illion
pounds of material each year. Approxim ately one-third of
this amount is paper and cardboard boxes. The rem ainder
includes plastic, glass, aluminum and steel.
A bbott Donations
Abbott donations include both products given to world
wide relief efforts and cash contributions made to educa
tio n a l, health, hum an service, c iv ic and c u ltu ra l
organizations. Employee gifts to hospitals, schools and
public broadcasting stations are matched dollar-for-dollar
by the company.
Generous employee and corporate gifts to United Way
fund-raising campaigns at Abbott facilities totaled $4.5
m illion in 1993.
In 1993, The Clara Abbott Foundation, which is incor
porated as an independent entity, awarded more than
$5 m illion in educational grants to the children of Abbott
employees and retirees in 1993. The foundation also
provided Abbott employees and retirees with funds to
meet unexpected financial difficulties such as medical
expenses and loans to replace homes damaged by natu
ral disasters.
Equal Em ploym ent O pportunity
It is the policy of Abbott Laboratories to provide equal
opportunity in all areas of its employment practices w ith
out regard to race, color, religion, national origin, sex, age,
ancestry, citizenship, disability, veteran status, marital
status, sexual orientation or any other reason prohibited
by law.

Social Awareness Expenditures

AMOCO CORPORATION (DEC)
COMMUNITY

in 1993 we aligned our contributions more closely with
strategic business goals, increased our involvement in
com m unities around the world where Amoco has a pres
ence and significantly expanded our volunteer efforts.
We continue to com m it most of our resources to educa
tion and com m unity needs. In realigning our giving, we
balance the needs of society w ith business interests.
We support education because it is the bedrock of
advanced technological societies, and is vital to prepare
children for adult life. Strategic management means we
support basic skills programs for children, technological
and scientific education to prepare the work force we w ill
hire in the future and m inority education to build a strong,
diverse society.
Amoco Foundation Inc. awarded more than $11 m illion
in education grants in 1993. One of our programs, Science
Enrichment, was recognized by the Industrial Research
Institute as one of the best precoliege math and science
programs in the United States. We also renewed our sup
port of The New Explorers television series, designed to
spark interest in science, for a fourth season.
Community— youth, housing, employment, economic
growth and environment— is the other major area we
support. In many locations, employee com m ittees identify
the best ways to respond to local needs. As our company
conducts an ever-larger share of its business outside the
United States, we are making grants to com m unities in
Egypt, Trinidad, Belgium and Hong Kong. We have also
started supporting projects in the form er Soviet Union, the
People’s Republic of China and Mexico.
Volunteers are vital to making many com m unity-service
groups effective. We expanded our Amoco Volunteer Pro
gram to include employees outside the United States. The
program provides grants to organizations where Amoco
employees make significant contributions of time. A total
of 280 grants totaling $250,000 were made in 1993.
In eight United States cities Amoco retirees came
togethe r to s ta rt Am oCARES— C oncerned Am oco
Retirees Engaged in Service. Each group chooses volun
teer projects that meet local com m unity needs and
capitalize on specific retiree interests and talents.
R.R. DONNELLEY & SONS COMPANY (DEC)
R.R. DONNELLEY’S CORPORATE
RESPONSIBILITY

R.R. Donnelley & Sons Company takes seriously its
responsibility as a corporate citizen. Our company’s high
standards of fairness and honesty, set in place 130 years
ago by founder Richard Robert Donnelley, are the founda
tion for our continuing excellence and profitable growth.
We believe we have a duty to enhance the quality of life in
the com m unities where we work and live.
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Our Com m itm ent to Each O ther
We are dedicated to m aintaining a high-performance
organization of empowered employees, as well as efficient,
safe and healthy workplaces worldwide. Through training
and development, we focus the talent and resources
w ithin our company on our business objectives.
R.R. Donnelley & Sons Company is com m itted to
developing a more diverse work force, and we have
numerous policies and practices in place that encourage
equal opportunities for all employees. In addition, for
nearly two decades, we have encouraged the participa
tion of minority-owned and -operated suppliers.
Our Com m itm ent to Our Com m unities
Our corporate giving program stems from our com m it
ment to social responsibility. In 1993, we distributed $2.2
m illion directly to human-care agencies, colleges and
universities, libraries, museums and hospitals.
Our employees have a deep-rooted com m itm ent to
volunteerism , devoting their tim e and talents to serve our
communities. Each year, our employees raise money for
local causes, contributing hundreds of thousands of
dollars to schools, theaters, museums and public broad
casting. As a corporation, we encourage and support this
through our matching gift program, distributing $450,000
in 1993— 150 percent of employees’ donations— to the
educational, artistic and cultural institutions they chose.
Our Com m itm ent to Our W orld
R.R. Donnelley’s 130-year history of ethical and responsi
ble business practices encompasses our com m itm ent to
protecting our earth, air and water.
We continually monitor our operations to com ply with all
applicable environmental regulations worldwide. In May
1993, we elim inated ozone-depleting substances in our
production long before they were legally required to be
phased out. We also have lim ited the amount of toxic
heavy metals in the m aterials we use, surpassing guide
lines issued by the Coalition of Northeast Governors.
Overall, in 1993, we collected and reused more than
93 percent of the toluene solvent used in our operations,
surpassing state and federal standards by a wide margin.
Since 1987, we have reduced toluene releases by
52 percent, and we are experim enting to find acceptable
substitutes for toluene in our production methods.
A top priority is recycling by-products to reduce landfill
waste. W hile our use of manufacturing materials is up
substantially, we generated 38 percent fewer pounds of
hazardous waste in 1992 than in 1988. We achieved most
of this reduction by improving our pollution-prevention
activities, recycling more extensively and reusing waste
materials. The company’s hazardous waste was recycled,
used in fuel-blending operations or treated to make it nonhazardous; none of it was disposed into landfills. All of the
w aste paper generated in our pressroom s and
binderies— more than 475,000 tons annually— was either
recycled or used as fuel.
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UNOCAL CORPORATION (DEC)
CORPORATE RESPONSIBILITY

Unocal supports a variety of activities in the com m unities
where its employees live and work, recognizing a respon
sibility to be a good citizen and a good neighbor.
D isaster R elief
Southern California was struck by devastating fires in the
fall of 1993 and a major earthquake in January 1994.
Unocal donated equipment, labor and supplies to help
support emergency response and disaster relief activities.
Contributions included $150,000 to the American Red
Cross and free fuel for emergency vehicles.
U nocal Sponsors 4-H A fter-S chool
The 4-H After-School program in Los Angeles County
gives “ at-risk” kids an alternative to the streets, offering
exciting learning opportunities and incentives to develop
good study habits. The goal is to set up programs at 51
housing developments and elem entary schools by early
1996. So far, 5 are in piece. Unocal contributed nearly
$60,000 to 4-H After School in 1993 and helped obtain
more than $400,000 in additional funding.
N ational Sponsorship o f Youth Soccer
In September, Unocal kicked off a three-year sponsorship
of the American Youth Soccer Organization (AYSO) pro
gram, including the TEAM UP program for inner city and
other econom ically disadvantaged communities. As part
of the sponsorship, Unocal is donating about 60,000 soc
cer balls over the three years. The balls are manufactured
to look like the fam iliar orange-and-blue sphere that iden
tifies Unocal 76 service stations. In 1994, the company w ill
be a sponsor of the AYSO World Games to be played at
venues in Hawaii, California, and M ichigan. AYSO
involves more than 425,000 youths in 42 states.
Creative M ethods to Help Clean the A ir
in the summer of 1993, Unocal completed the first old-car
scrapping project conducted under the South Coast A ir
Quality Management D istrict’s Rule 1610, which allows a
business to earn emissions credits by scrapping old cars.
Unocal introduced the concept of scrapping older, heavily
polluting cars as a cost-effective method of reducing
em issions with its original SCRAP program in 1990. Rule
1610 is one of several programs across the country that
have been inspired by SCRAP. Unocal’s 1993 SCRAP
program involved the purchase of 335 cars, model years
1971 and o ld e r (before c a ta ly tic converters w ere
introduced). In total, these cars produced an estimated
37,000 pounds of hydrocarbon em issions and 10,000
pounds of NOx emissions every year. Unocal was credited
with about 80 percent of the total emissions, which are
used to offset hydrocarbon emissions from product-loading
operations at the Los Angeles refinery’s marine term inal.
The credits are good for three years.
Rule 1610 is designed so that auto scrapping programs
remove 20 percent more emissions than the emissionscontrol measures they offset— providing a clean air bonus
to the affected communities.

C oast G uard Commends U nocal’s Actions
In May 1993, the U.S. Coast Guard invited Unocal to
conduct emergency response management training for
its G ulf Strike Team in Mobile, Alabama. This stemmed
from Unocal’s quick and effective action in controlling and
cleaning up a spill from its Beaumont (Texas) term inal in
April. The company also received Coast Guard praise in
Alaska for its prompt response to a sm all oil spill from a
platform in the Cook Inlet.
Environm ental Rem ediation
Unocal’s Corporate Environmental Remediation & Tech
nology Division, formed in 1991, has two mandates:
to remediate Unocal sites so they can be put to new
uses or sold, and to develop and market new remedia
tion technologies.
In February 1994, CERT Environmental Corp. and UTILX
Corporation formed a new environmental services com
pany. FlowMole Environm ental Services Corporation
(FES) w ill use a com bination of UTILX horizontal drilling
technology and Unocal’s advanced in situ treatm ent tech
niques to clean up petroleum-contaminated sites. Each
company holds a 50 percent interest in FES, which is
headquartered in Kent, W ashington.
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This section reviews the presentation of transactions,
other than net income (loss) for the year, affecting the
stockholders’ equity accounts.

RETAINED EARNINGS
PRESENTATION OF CHANGES
IN RETAINED EARNINGS
Table 4-1 summarizes the presentation formats used by
the survey companies to present changes in retained
earnings. Examples of statements showing the increase
or decrease in retained earnings resulting from 1993 fiscal
year transactions are presented throughout this section.

TABLE 4-1: PRESENTATION OF CHANGES IN
RETAINED EARNINGS
Statement of stockholders’
equity....................................
Separate statement of retained
earnings.................................
Combined statement of income
and retained earnings..............
Schedule in notes......................
Total Companies.....................

putations should be based on the new number of
shares because the readers’ prim ary interest is
presumed to be related to the current capitalization.
When per share com putations reflect such changes
in the number of shares after the close of the period,
this fact should be disclosed.
Table 4-2 shows the nature of distributions made by the
survey companies to their shareholders. Approximately
64% of the survey companies paying cash dividends to
common stock shareholders indicate the per share
amount of such dividends in the statement of retained
earnings; approximately 37% of the survey companies
made a sim ilar disclosure for cash dividends paid to pre
ferred stock shareholders. Stock purchase rights enable
the holder to purchase additional equity in a company if
an outside party acquires or tenders for a substantial
m inority interest in the subject company. Rarely is an
amount attributed to the distribution of such rights.
Examples of distributions to shareholders follow.

TABLE 4-2: DIVIDENDS

1993

1992

1991

1990

481

481

473

461

45

48

47

56

24
50

27
44

27
53

30
53

600

600

600

600

Number of Companies
1993 1992 1991 1990
Cash Dividends Paid to
Common Stock Shareholders
Per share amount disclosed
in retained earnings
statements.............................
Per share amount not
disclosed in retained
earnings statements...............
Total......................................

DIVIDENDS
Chapter 7B of Accounting Research B ulletin No. 43 dis
cusses the accounting for stock dividends. APB Opinion
No. 15 refers to Chapter 7B and states in part:
48. S tock dividends o r sp lits. If the number of com
mon shares outstanding increases as a result of a
stock dividend or stock split or decreases as a result
of a reverse split, the com putations should give
retroactive recognition to an appropriate equivalent
change in capital structure for all periods presented.
If changes in common stock resulting from stock
dividends or stock splits or reverse splits have been
consummated after the close of the period but before
com pletion of the financial report, the per share com

Cash Dividends Paid to
Preferred Stock Shareholders
Per share amount disclosed
in retained earnings
statements.............................
Per share amount not
disclosed in retained
earnings statements...............
Tot a l....................................
Dividends Paid By Pooled
Companies............................

283

290

286

288

161

162

170

175

444

452

456

463

51

47

52

53

87

83

86

93

138

130

138

146

1

2

1

Stock Dividends........................

12

10

10

10

Dividends in K in d .....................

11

12

7

5

Stock Purchase Rights................

4

2

9

25

—
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Cash Dividends

THE BFGOODRICH COMPANY

CHAM PION INTERNATIONAL CORPORATION
S ta te m e n t o f C o n s o lid a te d R e ta in e d E arnings

Years Ended December 31
1993
1992
1991
(In thousands, except per share amounts)
Beginning Balance
$2,064,120 $2,550,836 $2,561,854
Net Income (Loss)
(156,243)
(440,394)
40,343
Redemption of Preference
Stock Purchase Rights
(5,041)
Cash Dividends Declared
$92.50 Convertible
Preference Stock—
$92.50 per share in
1993,1992 and 1991
(27,750)
(27,750)
(27,750)
Common Stock—
$.20 per share in 1993,
1992 and 1991
(18,592)
(18,572)
(18,570)
Ending Balance
$1,861,535 $2,064,120 $2,550,836

RUDDICK CORPORATION
S ta te m e n ts o f C o n s o lid a te d In co m e
a n d R e ta in e d E arnings

For the Fiscal Years Ended October 3 , 1993, September 27,
1992 and September 2 9 , 1991.
1993
1992
1991
(Dollars in thousands, except per share data)
Net income
$ 33,873 $ 30,789 $ 26,786
Retained Earnings at Beginning
of Fiscal Year
189,807
149,529
168,068
Total
223,680
198,857
176,315
Dividends:
Preference— $.56 a share
84
56
61
Common— 1993: $.43 a share;
1992: $.39 a share;
1991: $.37 a share
9,911
8,989
8,163
Total Dividends
9,967
8,247
9,050
Retained Earnings at End of
Fiscal Year
$213,713 $189,807 $168,068

C o n s o lid a te d S ta te m e n t o f S h a re h o ld e rs ’ E q u ity

Year Ended December 31
1993
1992
1991
(Dollars in millions, except per share amounts)
$3.50 Cumulative Convertible
Preferred Stock, Series D
$110.0 $110.0 $ 110.0
Common Stock— $5 Par Value
128.8
128.2
127.8
Additional Capital
Balance at beginning of year
Capital share transactions
Balance at end of year
Income Retained in the Business
Balance at beginning of year
Net income (loss)
Dividends:
Preferred Stock:
Series A, $7.85 a share
Series D, $3.50 a share
Common Stock— $2.20 a share
in each year
Total Dividends
Balance at end of year
Cumulative Unrealized Translation
Adjustments
Balance at beginning of year
Effect of disposition of
foreign operations
Aggregate adjustments
for the year
Balance at end of year
Amount Related to Recording
Minimum Pension Liability
Unearned Portion of Restricted
Stock Awards
Common Stock Held in Treasury,
at Cost
Total Shareholders’ Equity

391.5
2.3
393.8

385.9
5.6
391.5

385.4
.5
385.9

230.9
128.3

591.3
(295.9)

736.1
(80.6)

(.5)
(7.7)

(.6)
(7.7)

(.6)
(7.7)

(56.4)
(64.6)
294.6

(56.2)
(64.5)
230.9

(55.9)
(64.2)
591.3

(7.8)

7.5

10.1

16.7

4.8

_

(9.2)
(.3)

(20.1)
(7.8)

(2.6)
7.5

(21.7)

(10.9)

(1.9)

(4.8)

(11.9)

(1.2)

(5.1)
(5.4)
(1.2)
$895.3 $828.8 $1,214.0
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JOHNSON CONTROLS, INC.
C o n s o lid a te d S tate m en ts o f S h a re h o ld e rs’ E q u ity

At September 30,1990 ..................... .
Net income....................................
Reduction of guaranteed ESOP debt...
Cash dividends
Series D preferred ($3.97 per
one ten-thousandth of a
share) net of $5.2 million
tax benefit...............................
Common ($1.24 per share)............
Translation adjustments.....................
Other, including options exercised.......
At September 30,1991 .....................
Net income....................................
Reduction of guaranteed ESOP debt...
Cash dividends
Series D preferred ($3.97 per
one ten-thousandth of a
share) net of $5.2 million
tax benefit...............................
Common ($1.28 per share)
Translation adjustments.....................
Other, including options exercised.......
At September 30,1992 .....................
Net income....................................
Reduction of guaranteed ESOP debt...
Cash dividends
Series D preferred ($3.97 per
one ten-thousandth of a
share) net of $4.1 million
tax benefit...............................
Common ($1.36 per share)............
Translation adjustments.....................
Other, including options exercised__
At September 30,1993 ..................... .

Total

Preferred
Stock

$1,035.5
95.1
4.4

$174.4
—
—

(8.3)
(49.0)
(16.9)
3.2
1,064.0
123.0
5.1

—
—
—
(.3)
174.1
—
—

Capital in
Common Excess of
Stock Par Value
(In millions)
$6.9
$478.5
$(168.9)
—
—
—
4.4
—
—

Unearned
Compensation
-ESOP

—
—
—
—
(164.5)
—
5.1

—
—
—
—
6.9
—
—

(9.1)
(54.9)
—
—
$633.3

—
—
—
.1
$(55.1)

—
—
(79.6)
—
$(23.9)

—
—
—
(3.0)
$168.1

—
—
—
—
$(153.4)

—
—
—
—
$7.0

—
—
—
9.4
$503.0

—

—

—
—
(16.9)
—
5.1
—
—

50.6
—
55.7
—
—

(9.1)
(54.9)
(79.6)
6.5
$1,079.0

—

$22.0
—
—

—
—
—
4.2
(55.2)
—
—

.1
7.0
—
—

—

$(59.5)
—
—

(8.1)
(51.0)
—
(2.4)
681.4
15.9
—

—
(159.4)
—
6.0

—

—

$582.1
95.1
—

—
—
—
.1
(59.4)
—
—

(3.0)
171.1
—
—

—

Cumulative
Translation
Adjustments

(8.3)
(49.0)
—
—
619.9
123.0
—

—
—
—
11.7
493.6
—
—

—

Treasury
Stock,
at Cost

—
—
—
3.4
481.9
—
—

(8.1)
(51.0)
50.6
10.6
1,194.2
15.9
6.0

—

Retained
Earnings

—
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Stock Dividends
HAMPTON INDUSTRIES, INC.
C o n s o lid a te d S tate m en ts o f S to c k h o ld e rs ’ E q u ity

Common Stock
Shares
Amount

Additional
paid-in
capital

Retained
earnings

Treasury Stock at Cost
Shares
Amount

Balance
December 29,1990 ............................
Net loss........................................

4,290,780
.............-

$4,290,780
______ -

$25,843,195
_______ -

$27,616,568
(602,077)

500,682
_____-

$4,877,344
______ -

Balance
December 28,1991 ............................
Net earnings..................................
10% Common Stock dividend..........

4,290,780
_
428,882

4,290,780
_
428,882

25,843,195
_
4,932,143

27,014,491
1,438,451
(5,363,436)

500,682
—
50,068

4,877,344
—
—

4,719,662
471,792

4,719,662
471.792

30,775,338
3,243,570

23,089,506
(2,432,591)
(3,716,691)

550,750
55,075

4,877,344
-

5,191,454

$5,191,454

$34,018,908

$16,940,224

605,825

$4,877,344

Balance
December 26,1992 ............................
Net loss........................................
10% Common Stock dividend..........
Balance
December 25,1993............................

NOTES TO CONSOLIDATED FINANCIAL S TATEMENTS
F (In Part): S to c k h o ld e rs’E quity

Common Stock
The Board of Directors declared a 10% stock dividend payable on July 9 , 1993, to stockholders of record on June 11,1993.
The Company also declared a 10% stock dividend in 1992 payable on July 9 , 1992, to stockholders of record on June 4,
1992. No common stock dividend was paid in 1991. Earnings (loss) per share have been restated to reflect the stock
dividends declared. During 1992 the stockholders approved an increase in the authorized shares from 6,000,000 to
10,000,000 shares.
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KNAPE & VOGT MANUFACTURING COMPANY
C o n s o lid a te d S tate m en ts o f S to c k h o ld e rs ’ E q u ity

Common
S tock

Additional
Paid-in
Capital

Retained
Earnings

$ 2,526,404
—
—
4,412,103
150,463
—
—

$43,678,759
5,479,248
(2,664,356)
(5,197,923)
—
(828,828)
—

................

8,498,678
—
—

7,088,970
—
—

................
................
................
................

850,738
95,462
160,718
—

6,712,783
508,418
1,258,101
—

40,466,900
6,634,933
(2,988,661)
(7,567,516)
_

Balance, June 3 0 , 1992 ...................................................................... ..................
Net Incom e fo r 1 9 9 3 ......................................................................... ................
Cash d iv id e n d s .................................................................................. ................
10% stock dividend (Note 13) ...................................................... ..................
S tock issued under stock option plan ......................................... ................
Foreign currency translation adjustm e nt...................................................

9,605,596
—
—
961,396
76,998
—

15,568,272
—
—
7,691,168
430,099
—

Balance, June 3 0 , 1993 ...................................................................... ..................

$10,643,990

$23,689,539

Balance, June 3 0 , 1990 ......................................................................
Net incom e fo r 1 9 9 1 .........................................................................
Cash d iv id e n d s ..................................................................................
10% stock dividend (Note 13) .......................................................
S tock issued under stock option plan .........................................
Purchase o f 73,759 shares o f s to c k .............................................
Foreign currency translation adjustm e nt.......................................

................
................
................
................
................
................
................

Balance, June 3 0 , 1991 ......................................................................
Net incom e fo r 1 9 9 2 .........................................................................
Cash d iv id e n d s ..................................................................................
10% stock dividend (Note 13) .......................................................
S tock issued under stock option plan .........................................
Issuance o f stock related to acquisition (Note 1 3 ).....................
Foreign currency translation adjustm e nt.......................................

................

$ 7,836,922
—
—
784,374
24,900
(147,518)
—

—
—
36,545,656
5,518,132
(3,360,108)
(8,659,494)
—
—
$30,044,186

Foreign
Currency
Translation
Adjustm ent
$

862,564
—
—
—
—
—
253,919
1,116,483
—
—
—
—
—
(768,709)
347,774
—
—
—
—
(849,527)

$ (501,753)

Note 13. S tockholders’ E quity

On February 2 9 , 1988, the Company acquired Feeny M anufacturing Company. Under the term s of the purchase agree
ment, the Company issued 80,359 shares of common stock on October 1 , 1991, with a value of $1,418,819. Of this amount,
$705,101 was allocated to fixed assets and $713,718 to goodwill.
On August 1 9 ,1992, June 2 7 ,1991, and August 17,1990, the Board of Directors declared 10% stock dividends of the
Company’s common stock and Class B common stock. On September 11,1992, September 6 , 1991, and September 7,
1990, shareholders received one additional share of stock for each 10 shares held. Earnings per share, dividends per
share and weighted average shares outstanding have been restated to reflect the 10% stock dividend.
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MARK IV INDUSTRIES, INC.
C o n s o lid a te d S tate m en ts o f S to c k h o ld e rs ’ E q u ity
Foreign
Common
Stock

(Dollars in thousands)
Balance at February 2 8 , 1990 ......................................................................
Net incom e fo r 1991 ..................................................................................
Cash dividends o f $.061 per sha re...........................................................
S tock dividend o f 5% issued in July 1990 ...........................................
S tock dividend o f 5% issued in A pril 1 9 9 1 ...........................................
Purchase o f 2,070,024 shares o f com m on stock
(average cost o f $6.74 per sh a re )......................................................... ___
Exercise o f stock o p tio n s ........................................................................... ___
Translation a d ju stm e n ts............................................................................. ___
Balance at February 2 8 , 1991 ......................................................................
Net incom e fo r 1992 ..................................................................................
Cash dividends o f $.069 per share .........................................................
Retirem ent o f treasury s to c k ....................................................................
Public sale o f com m on stock at $7.87 per s h a re ..................................
Sale o f com m on stock to Pension Plan at $10.28 per sh a re ..............
Conversion o f 7% Convertible Debentures ...........................................
Exercise o f stock o p tio n s ...........................................................................
Translation a d ju stm e n t...............................................................................

. ..
. ..

$247
—
—

$ 48,859
_

12
14

9,376
7,988

—

—
—
273
—
—
(59)
73
6
69

___

—

___

—

Balance at February 2 9 , 1992 ......................................................................
Net incom e fo r 1993 ..................................................................................
Cash dividends o f $.088 per s h a re ......................................................... ___
Stock dividend o f 5% issued in July 1992 ...........................................
Stock dividend o f 5% issued in May 1993 ...........................................
Exercise o f stock o p tio n s ...........................................................................
Translation a d ju stm e n ts............................................................................. ___
Balance at February 2 8 , 1993 ......................................................................

Additional
Paid-in
Capital

—

—
155
—
66,378
—
—
(34,759)
60,435
6,794
55,909
75
—

18
19
3
—

154,832
—
—
27,828
35,695
925
—

$402

$219,280

362
—
—

Retained
Earnings
$135,576
25,616
(1.387)
(9,388)
(8,002)
—
—
—
142,451
26,377
(2,437)
—
—
—
—
—

Currency
Translation
Adjustm ent

Treasury
S tock at
Cost

$ 1,244
—
—
—

$(20,871)
—
—
—

—

—

—
—
2,296

(13,947)
—

3,540
—
—
—
—
—

(34,818)
—
—

—

34,818
—
—

—

—

—

—

(3,355)

—
0
—
—
—
—
—

—

185
—
—
—
—
—
(2,590)

$141,431

$(2,405)

—
166,355
42,163
(3,527)
(27,846)
(35,714)
—

—
$

0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14 (In Part): S tockholders’ E quity and S tock O ptions

The Company’s Board of Directors declared a five percent stock dividend in April 1993 and April 1992, and a three-for-two
stock split in fiscal 1992. The Company’s Board of Directors also declared two 5% stock dividends for fiscal 1991. All earn
ings per share amounts have been calculated as if these distributions had occurred on March 1 , 1990, the beginning of
fiscal 1991. As a result of these stock distributions, the conversion price of the Company’s 6¼ % Convertible Subordinated
Debentures is $15.09 per share and 7,573,000 shares have been reserved for such conversion.
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Dividends-in-Kind
CLEVELAND-CLIFFS INC.
S ta te m e n t o f C o n s o lid a te d S h a re h o ld e rs’ E q u ity

(In millions)

Common
Shares
Balance Decem ber 3 1 , 1 9 9 0 ...........................
Net In c o m e ....................................................
Cash dividends— $5.03 a s h a re ..................
Issuance o f 203,163 Com m on Shares
under stock plans .....................................
O ther ................................................................

$16.8
—

Balance Decem ber 3 1 , 1 9 9 1 ...........................
Net lo s s ...........................................................
Cash dividends— $1.18 a s h a re ..................
Issuance o f 65,968 Com m on Shares
under stock plans ....................................
O ther ................................................................

16.8
—

Balance Decem ber 3 1 , 1 9 9 2 ...........................
Net in c o m e ....................................................
Cash dividends:
Regular— $1.20 a s h a re ...........................
Special— $1.00 a share ...........................
Non-cash dividend— $1.70 a s h a re ...........
Change in unrealized gains, net o f ta x . . .
Issuance o f 60,286 Common Shares
under stock plans ....................................
O ther ................................................................

16.8

Balance Decem ber 3 1 , 1 9 9 3 ...........................

$16.8

—
—

Capital In
Excess of
Par Value
Of Shares
$61.6
—
—
(.5 )

—
61.1
—

—
—

.1
—

—
—

61.2
_

—
—
—
—

—

—
—
—
.3
(.1)
$61.4

Retained
Incom e
$335.3
53.8
(59.1)

Foreign
Currency
Translation
Adjustm ents
$

Available
For Sale
Securities

.4
—

$ —

—

—

_
4 .9
.6

—

—

—

—

.3

—

.7
—
—

_

—

—

—

—

(1.0)

—

308.0
54.6

(.3 )

_

—

—

(14.4)
(12.0)
(20.4)

—
—
—

—
—

—

—

1.3

—
—

—
—

—
—

330.0
(7.9)
(14.1)

$315.8

Common
Shares
In Treasury

$ (.3)

—

$(123.3)

—

(117.8)
—

—

—

$1.3

1.6
.1
(116.1)
—

—
—
—
—
1.4

Total
$290.8
53.8
(59.1)
4 .4
.9
290.8
(7.9)
(14.1)
1.7

(.9)
269.6
54 .6
(14.4)
(12.0)
(20.4)
1.3
1.7

.4

.3

$(114.3)

$280.7

NOTES TO CONSOLIDATED FINANCIAL S TATEMENTS
Note H— B ankruptcy Settlem ents

On January 8 , 1991, the Company declared a $46.9 m illion ($4.00 per share) special dividend paid on February 15,1991,
principally representing recoveries and anticipated recoveries from W heeling and Sharon Steel Corporation following
their emergence from bankruptcy in 1990.
Following a 1986 filing, LTV emerged from bankruptcy in June, 1993. In final settlem ent of its allowed claim , the Com
pany received 2.3 m illion shares of LTV Common Stock and 4.4 m illion Contingent Value Rights, valued at $31.6 m illion
and $4.1 m illion, respectively, resulting in a total gain in 1993 of $35.7 m illion ($23.2 m illion after-tax, or $1.93 per share).
On July 13,1993, the Company distributed to its common stockholders, a special dividend of 1.5 m illion shares of LTV
Common Stock, valued at $20.4 m illion, and $12.0 m illion ($1.00 per share) cash. The Company currently intends to retain
the remaining .8 m illion shares of LTV stock as an investment.
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ETHYL CORPORATION
C o n s o lid a te d S tate m en ts o f S h a re h o ld e rs ’ E q u ity

1 (In Part): Summary o f S ignificant Accounting Policies

Years Ended Decem ber 31
1993

1992

1991

(In thousands of dollars, except per share data)
Common stock
(authorized 400,000,000
shares)
Beginning balance
Issued upon exercise
o f stock options
and SARs
Purchased and retired

$

75
(28)

Ending balance
Additional paid-in capital
Beginning balance
Exercise o f stock options
and SARs
R etirem ent o f purchased
com m on stock
D istribution of com m on
stock under bonus plan
Retirem ent o f purchased
6% First Preferred stock

1,708

865

398

1,374

1,367

1,185

9,840
(11,597)
(1,757)

Unrealized gain on
m arketable equity
securities
Beginning balance
Unrealized gains
S pinoff o f First Colony
Corporation

64,901
13,326
(78,227)
—

Ending balance
Retained earnings
Beginning balance
Net incom e
Cash dividends declared:
First Preferred stock,
$6.00 per share
Com m on stock, $.60
per share
Dividend o f com m on
stock o f First Colony
Corporation, at
book value
Retirem ent o f
com m on stock

64
(72)
118,317

2,450

Ending balance

59
(18)

118,325

118,358

(11)

Foreign currency translation
adjustm ents
Beginning balance
Translation adjustm ents

$118,317

118,405

(621)

Ending balance

1,206,472
175,505

(524)

_

(716)

(3)

_

1

1,708

865

20,993
(1 1 ,153)

19,107
1,886

9,840

20,993

56,640
8,261

21,903
34,737

_

_

64,901

56,640

1,022,498
254,985

887,873
206,668

(12)

(12)

(12)

(71,033)

(70,999)

(70,994)

(677,449)

Ending balance
Total shareholders’ equity

118,358

$

NOTES TO FINANCIAL STATEMENTS

_

_

633,483

1,206,472

1,022,498

752,581

$1,401,279

$1,219,313

(1,037)

Basis of Presentation
On April 2 2 , 1993, Ethyl’s board of directors approved the
spin-off of Ethyl’s 80-percent interest in First Colony
Corporation (First Colony) in the form of a stock dividend
to Ethyl common shareholders. The tax-free distribution
was made on July 1 , 1993. The Company has accounted
for the financial results and net assets of First Colony prior
to the spin-off as a discontinued insurance operation in
accordance w ith Accounting Principles Board (APB)
Opinion No. 30.
Previously reported financial statements for all periods
and certain amounts in the accompanying financial state
ments and notes thereto have been restated to conform to
the current presentation.
20 (In Part): D iscontinued Insurance O peration:
On July 1 , 1993, the Company’s 80-percent investment in
First Colony Corporation was spun off in a tax-free distri
bution to the Company’s shareholders. The distribution
consisted of the net assets of the Company’s investment
in First Colony Corporation totaling $757,211,000 less
unrealized gains on marketable equity securities amount
ing to $78,227,000 (net of deferred income taxes of
$40,299,000) and retroactive incom e tax charges of
$1,535,000 due to a change in federal tax legislation.
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PITTWAY CORPORATION
C o n s o lid a te d Sta te m e n t o f S to c k h o ld e rs ’ E q u ity

For The Years Ended December 3 1 , 1993,1992 and 1991

Balance— Decem ber 3 1 , 1990.......................
Net in c o m e ..................................................
Cash dividends declared:
Common stock— $.60 per s h a re .........
Class A stock— $1.10 per s h a re ...........
Shares issued pursuant to
perform ance a w a rd s ..............................
Translation adjustm ent ..............................
Balance— Decem ber 3 1 , 1991.......................
Net in c o m e ..................................................
Cash dividends declared:
Common stock— $.60 per s h a re .........
Class A stock— $1.10 per s h a re ...........
Shares issued pursuant to
perform ance a w a rd s ..............................
Translation adjustm ent ..............................

Capital In
Excess of
Par Value

Class A S tock

Common Stock
Shares

Par Value

2,626,024
—

$2,626
—

—
—

—
—

—

—

11,179,156

$11,179

$24,547

—

20,783

21

321

11,199,939

11,200

24,868

Retained
Earnings
$336,046
25,516
(1.575)
(12,321)

Cum ulative
Foreign
Currency
Translation
A djustm ent
$13,879

—

—
(661)

..................
2,626,024
—

2,626
—

—
—

—
—

—

—

—

114,761

115

3,480

11,314,700

11,315

28,348

347,666
47,398
(1.576)
(12,350)

13,218

—

—
(17,144)

Balance— Decem ber 3 1 , 1992 .......................
Net in c o m e ..................................................
Cash dividends declared:
Common stock— $.45 per s h a re .........
Class A stock— $.55 per sh a re ..............
D istribution of AptarGroup, Inc.
com m on stock to sto ckh o ld e rs...........
Translation adjustm ent ..............................

2,626,024
—

Balance— Decem ber 3 1 , 1993 .......................

2,626,024

2,626
—

—
—

—
—

—

—
$2,626

11,314,700

$11,315

381,138
32,821

—

(1.183)
(6,222)

—

(152,926)

$28,348

$253,628

(3,926)

—

(90)
163
$ (3,853)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in Thousands, Except Per Share)
Note 1— D iscontinued O perations
The Company distributed its investm ent, carried at
$153,016, in the Seaquist packaging group (now known as
AptarGroup, Inc.) to stockholders in a tax-free spinoff on
April 22, 1993.
In July 1992, the Company sold its First Alert/BRK Elec
tronics business to a new company formed by BRK
management and an investment firm . The sale price was
$87,154 plus a 16⅔ % ownership interest in the new com
pany valued at $5 m illion. In October 1992, the Company
sold its Barr packaging division operations, excluding real
estate, for $4,205 cash and a $3,200 two-year note. The
net after-tax gain on the 1992 divestitures amounted to
$16,558, or $1.20 per share.

At December 3 1 ,1992, the investment in the net assets
of the discontinued operations consisted of:
C urrent assets
Current lia bilities
Net current assets
Net fixed assets
O ther noncurrent assets
N oncurrent lia b ilitie s

$132,811
(102,329)
30,482
138,250
31,589
(62,673)
$137,648

Net sales of the discontinued operations prior to their
respective dispositions were $117,473, $451,092 and
$465,288 in 1993,1992 and 1991, respectively.

426

Section 4: Stockholders’ Equity

Stock Purchase Rights

ADJUSTMENTS TO OPENING BALANCE OF
RETAINED EARNINGS

FIELDCREST CANNON, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Shareowners Equity
On November 2 4 , 1993, the Board of Directors adopted a
Stockholder Rights Plan and declared a dividend of one
preferred stock purchase right (“ right” ) for each outstand
ing share of the Company’s Common Stock. Sim ilar rights
have been, and generally w ill be, issued in respect of
Common Stock subsequently issued. Each right becomes
exercisable, upon the occurrence of certain events, for
one one-hundredth of a share of Series B Junior Participa
ting Preferred Stock, $.01 par value, at a purchase price of
$80 or, in certain circum stances, Common Stock or other
securities, cash or other assets having a then current
market price (as defined and subject to adjustment) equal
to twice such purchase price. Under the Stockholder
Rights Plan, 500,000 shares of Series B Junior Participating
Preferred Stock have been reserved. The rights currently
are not exercisable and w ill be exercisable only if a person
or group acquires beneficial ownership of 15% or more of
the Company’s outstanding shares of Common Stock.
The rights, which expire on December 6, 2003, are
redeemable in whole, but not in part, at the Company’s
option at any tim e for a price of $.02 per right.

Reasons for which the opening balance of retained
earnings is properly restated include certain changes in
accounting principles, changes in reporting entity, and
prior period adjustments. Statem ent o f Financial Account
ing Standards No. 16, as amended by SFAS No. 109,
stipulates that only corrections of errors are properly
accounted for as prior period adjustments.
Table 4-3 summarizes the reasons disclosed by the sur
vey companies as to why the opening balance of retained
earnings was adjusted. Examples of adjustments to the
opening balance of retained earnings follow.

TABLE 4-3: ADJUSTMENTS TO OPENING
BALANCE OF RETAINED EARNINGS
Number of Companies
Incom e taxes .........................
Poolings o f in te re s ts ..............
LIFO d isco n tin u e d ..................
O ther— D e scrib e d ..................

.........
.........
.........
.........

1993
16
12
5
3

1992
12
6
3
5

1991
6
7
3
4

1990
3
1
2
1
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Income Taxes
AMERICAN BUILDING M AINTENANCE INDUSTRIES, INC.
C o n s o lid a te d S tate m en ts o f S to c k h o ld e rs ’ E q u ity

Years Ended October 3 1 , 1991,1992 and 1993

(In thousands, except per share amounts)
Balance October 31,1990 as previously reported.....................................................
Adjustment for the cumulative effect on prior years for the change in accounting
for income taxes.............................................................................................
Balance October 31,1990 as restated.....................................................................
Net income ....................................................................................................
Dividends ($.473 per common share).................................................................
Stock issued under employees’ stock purchase and option plans............................
Balance October 31,1991....................................................................................
Net income ....................................................................................................
Dividends ($.49 per common share)...................................................................
Two-for-one stock split......................................................................................
Stock issued under employees’ stock purchase and option plans............................
Balance October 31,1992.....................................................................................
Net income ....................................................................................................
Dividends;
Common stock at $0.50 per share...................................................................
Preferred stock at $0.014 per share.................................................................
Stock issued under employees’ stock purchase and option plans............................
Balance October 31,1993....................................................................................
NOTES TO FIN AN C IAL STATEMENTS
11 (In Part): Incom e Taxes

As discussed in Note 1, the Company adopted Statement
109 in the fiscal year ended October 31, 1993 and has
applied the provisions of Statement 109 retroactively to
November 1 , 1988. Application of Statement 109 resulted
in a decrease to retained earnings at October 3 1 ,1990 of
$2,616,000 as stated in the Consolidated Statements of
Stockholders’ Equity. The retroactive im plem entation
resulted in no change to the previously reported net
income and earnings per common share for the years
ended October 3 1 , 1991 and 1992.

....

....
__
__
....
__
__
....
....
__

Common Stock
Shares
Amount
$40
4,020
_

_

4,020
—
—
110
4,130
—
—
4,227
157
8,514
—

40
—
—
1
41
—
—
42
2
85
—

Additional
Capital
$21,370

—
2,756
24,126
—
—
(42)
3,404
27,488
—

(2,616)
55,532
11,100
(3,861)
—
62,771
11,992
(4.127)
—
—
70,636
12,646

—
3,756
$31,244

(4,339)
(87)
—
$78,856

—

21,370
—

_
__
....

—
264
8,778

—
3
$88

Retained
Earnings
$58,148
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AMERICAN STORES COMPANY
C o n s o lid a te d S tate m en ts o f S h a re h o ld e rs ’ E q u ity
A dditional

Common
Stock
$ 36,136

(In thousands, except per share data)
Balances at beginning of 1991, as previously reported .....................
Restatement........................................... ...............................
—
Balances at beginning of 1991, restated.........................................
36,136
—
Net earnings— 1991.....................................................................
—
Issuance of 378,314 shares of stock for stock options and awards__
—
Common dividends ($.32 per share)...............................................
Issuance of 72,271,078 shares of stock to effect a 2-for-1 stock split..
36,135
—
Purchase of 696 shares for treasury.............................................
Other........................................................................................
—
Balances at year-end 1991...........................................................
72,271
—
Net earnings— 1992 ...................................................................
—
Issuance of 1,097,770 shares of stock for stock options and awards...
—
Common dividends ($.36 per share)..............................................
Stock Purchase Incentive Plans including issuance of
—
2,273,000 shares.....................................................................
—
Purchase of 626 shares for treasury.............................................
Other........................................................................................
—
Balances at year-end 1992 ...........................................................
72,271
—
Net earnings— 1993 ...................................................................
—
Issuance of 524,258 shares of stock for stock options and awards ...
—
Common dividends ($.40 per share) .............................................
—
Stock Purchase Incentive Plans including issuance of 120,000 shares .
Declaration of 72,271,078 shares of stock to effect a 2-for-1 stock split
72,271
—
Purchase of 498 shares for treasury.............................................
Other........................................................................................
—
Balances at year-end 1993 ........................................................... $144,542
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
R estatem ent

At the beginning of fiscal 1993, the Company adopted
Statement of Financial Accounting Standards No. 109,
“ Accounting for Income Taxes," (SFAS No. 109) as if it
were effective at the beginning of fiscal 1989. SFAS No.
109 provides that income taxes are accounted for using
the liability method. Under this method, deferred tax
assets and liabilities are determined based on differences
between the financial basis and tax basis of assets and
liabilities and are measured using the enacted tax rates
and laws that w ill be in effect when the differences are
expected to reverse. Prior to the adoption of SFAS No. 109,
income tax expense was determined using the deferred
method. Deferred tax assets and liabilities were based on
items of income and expense that were reported in different
years in the financial statements and tax returns and were
measured at the tax rate in effect in the year the differences
originated. In addition, SFAS No. 109 provides that
deferred taxes are established for the value of assets

Paid-In
Capital
$324,812
—

324,812
—
1,647
—

(36,135)
1,702
292,026
—
29
—

(34,845)
—
5,536
262,746
—

579
—

(3,389)
(72,271)
—

2,508
$190,173

Retained
Earnings
$1,078,688
(148,990)
929,698
199,282
—

(43,592)
—
—
—

Treasury
Stock
$(88,815)
—

(88,815)
—
5,588
—
—
(28)
—

1,085,388
207,466
—
(51,007)

(83,255)
—
14,524
—

—
—
—
1,241,847
247,090

35,892
(11)

—

(56,905)
—
—
—
—

$1,432,032

(32,850)
—

6,953
—

1,446
—

(11)
—

$(24,462)

Total
$1,350,821
(148,990)
1,201,831
199,282
7,235
(43,592)
0
(28)
1,702
1,366,430
207,466
14,553
(51,007)
1,047
(11)
5,536
1,544,014
247,090
7,532
(56,905)
(1,943)
0
(11)
2,508
$1,742,285

acquired and liabilities assumed in business combina
tions instead of reducing their reported values to net-oftax amounts. Therefore, amounts in the balance sheet
previously reported net-of-tax have been restated to their
pre-tax amounts and the Company’s prior year financial
statem ents have been restated. Net earnings were
increased by $1.1 m illion or $.01 per share in 1992 and
decreased by $.2 m illion w ith no per share im pact in 1991.
Retained earnings were decreased by $148.0 m illion at
year-end 1992 and $149.1 m illion at year-end 1991.
Retained earnings at the beginning of 1991 were reduced
by $149.0 m illion. The effect of the adoption of SFAS
No. 109 on total assets was an increase of $218.8 m illion
and $234.4 m illion in 1992 and 1991, respectively.
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Pooling of Interests
HUGHES SUPPLY, INC.
C onsolid ated S tatem ents o f S hareholders’ E q u ity

Common Stock
Amount
Shares
Balance, January 25,1991, as previously reported__
Adjustments for Electrical Distributors, Inc.
pooling of interests .........................................
Balance, January 25,1991, as restated .....................
Net loss............................................................
Cash dividends— $.24 per share............................
Treasury shares issued under stock option plans__
Purchase and retirement of common shares..........
Balance, January 31,1992 ......................................
Net income.......................................................
Cash dividends— $.12 per share ...........................
Treasury shares issued .......................................
Balance, January 29,1993 ......................................
Net income.......................................................
Cash dividends— $.16 per share...........................
Issuance of treasury shares for EDI merger............
Other acquisition................................................
Treasury shares issued under stock option plans__
Purchase and retirement of common shares..........
Balance, January 28,1994 ......................................

5,079,344

$5,079

374,998
5,454,342
—
—
—
(1,093)
5,453,249
—
—
—
5,453,249
—
—
(374,998)

375
5,454
—
—

—

—
(2,581)
5,075,670

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Business Com binations
On June 3 0 , 1993, the Company acquired ail the common
stock of Electrical Distributors, Inc. (“ EDI” ) in exchange
for 374,998 shares of the Company’s common stock. EDI
is a wholesale distributor of electrical products with one
outlet in Georgia. The transaction has been accounted for
as a pooling of interests and, accordingly, the consoli
dated financial statements for all periods presented have
been restated to include the accounts of EDI. EDI’s fiscal
year-end has been changed from April 30 to the last Friday
in January to conform to the Company’s fiscal year-end.

Capital in
Retained
Excess of
Earnings
Par Value
(Dollars in thousands)
$22,740
$72,712
(326)
22,414
—
—

—

(1)
5,453
—
—
—
5,453
—
—
(375)
—
—
(2)
$5,076

—

(4)
22,410
—
—
—
22,410
—
—
(5,434)
(1,557)
—

(9)
$15,410

2,950
75,662
(3,859)
(1,003)
(5)
(10)
70,785
2,478
(502)
—
72,761
6,286
(724)
—
2,518
(18)
(38)
$80,425

Treasury Stock
Shares
Amount
902,620
—
902,620
—

$(13,982)
—
(13,982)
—
—

—

(1.465)
—
901,155
—
—
(100)
901,055
—
—
(374,998)
(101,368)
(6,123)
—
418,566

22
—
(13,960)
—
—
2
(13,958)
—
—
5,809
1,570
95
—
$ (6,484)

Net sales and net income of the separate companies for
the periods preceding the acquisition were:
Hughes
Supply, Inc.

EDI

Combined

(In thousands)
Three m onths ended
A pril 3 0 , 1993 (unaudited):
Net sales
Net incom e

$141,636
648

$ 6,878
51

$148,514
699

Fiscal year ended
January 2 9 , 1993:
Net sales
Net incom e

528,363
2,264

27,433
214

555,796
2,478

Fiscal year ended
January 3 1 , 1992:
Net sales
Net incom e (loss)

481,001
(4,040)

28,191
181

509,192
(3,859)
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LIFO Discontinued
FIRST BRANDS CORPORATION
Consolidated Statements o f Stockholders’ Equity

For the Years Ended June 3 0 , 1993,1992 and 1991

Shares
O utstanding

Par
Value

Capital in
Excess o f
Par Value

Cum ulative
Foreign
Currency
Translation
Adjustm ent

Balance as o f Ju ly 1 , 1990, as previously re p o rte d ..............
Retroactive effect on p rio r years o f changes in
accounting (Note 1 ) ................................................................

21,616,280

$216

$107,247

$

Balance as o f Ju ly 1 , 1990, as re s ta te d ..................................
Com m on stock dividends ($0.04 per share) .........................
Exercise o f stock o p tio n s ...........................................................
Net in co m e ....................................................................................
Foreign currency translation a d ju s tm e n t................................

21,616,280
—

Balance as o f June 3 0 , 1991 ....................................................
Common stock dividends ($0.04 per share) .........................
Exercise o f stock o p tio n s ...........................................................
Tax benefit related to em ployee stock sa le ..............................
Net in co m e ....................................................................................
Foreign currency translation a d ju s tm e n t................................

21,647,980
—

Balance as o f June 3 0 , 1992 ....................................................
Com m on stock dividends ($0.19 per sh a re )...........................
Exercise o f stock o p tio n s ...........................................................
Tax benefit related to em ployee stock sa le ..............................
Net in co m e ....................................................................................
Foreign currency translation a d ju s tm e n t................................

21,683,985

Balance as o f June 3 0 , 1993 ....................................................

21,827,878

Com m on Stock

(Dollar amounts in thousands, except per share data)

—

31,700
—

—

36,005
—
—
—
—

—
216
—
—
—

—
216
—
1
—
—
—
217
—

—

—

—

—

—

—
$218

—
2,630

—

—

602
—

—

—
107,849
—

—
31

760
842
—

2,661
—
—
—
—

—

(1.403)

109,451
—

1

143,893

—
107,247

2,630

2,993
91
—
—

$112,535

1,258
—
—
—
—

(2 ,948)
$(1,690)

Retained
Earnings

Total

$ 78,813

$188,906

4,461
83,274
(865)
—

40,779
—
123,188
(867)
—
—
23,478
—
145,799
(4,137)
—
—

52,728
—

$194,390

4,461
193,367
(865)
602
40,779
31
233,914
(867)
761
842
23,478
(1.403)
256,725
(4.137)
2,994
91
52,728
(2.948)
$305,453
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary o f S ignificant Accounting Policies

Accounting Changes
As of July 1 , 1992, the Company changed its accounting
for dom estic inventories from the last-in, first-out (LIFO)
method to the first-in, first-out (FIFO) method. The Com
pany’s nonchemical costs have steadily declined since its
inception and chem ical costs have declined for the past
several years. The Company expects that the nonchemical
cost trends w ill continue and industry forecasters predict
that the chem icals which the Company purchases w ill be
priced w ithin a narrow range over the next few years.
Based on these factors, the Company believes that the
FIFO method of accounting for these inventories provides
a better matching of inventory costs with product sales.
The change has been applied retroactively by restating
the financial statements for prior years. The effect of this
restatement was to reduce retained earnings as of June 30,
1992 by $15,787,000.
In February, 1992, the Financial Accounting Standards
Board (the "FASB” ) issued Statement No. 109 (SFAS No.
109) Accounting for Income Taxes. SFAS No. 109 requires
a change from the deferred method to the asset and liabil
ity method of accounting for income taxes. Under the
asset and liability method of SFAS No. 109, deferred tax
assets and liabilities are recognized for the future tax
consequences attributable to differences between the
financial statement carrying amounts of existing assets
and liabilities and their respective tax bases. Deferred tax
assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in
which those tem porary differences are expected to be
recovered or settled. Under SFAS No. 109, the effect on
deferred tax assets and liabilities of a change in tax rates
is recognized in income in the period that includes the
enactment date. The Company adopted SFAS No. 109
during fiscal 1993, by retroactively restating the financial
statements for all prior years. The effect of this restate
ment was to increase retained earnings as of June 30,
1992 by $14,918,000. As a result of the foregoing account
ing changes, the financial statements for the years ended
June 3 0 ,1992 and 1991 have been restated. The following
summarizes the impact of adopting SFAS No. 109 and
the effect of changing the accounting method for domes
tic inventories:

1991

1992

(In thousands)
As previously
reported
Effect o f change
in accounting
m ethod fo r
inventories,
net o f tax
Effect o f adopting
SFAS No. 109
As restated
Per share
am ounts as
previously
reported
Effect o f change
in accounting
m ethod fo r
inventories,
net o f tax
Effect o f adopting
SFAS No. 109
As restated

Incom e
Before
Extraordinary
Loss
$41,660

Net
incom e

incom e
Before
Extraordinary
Loss

Net
Incom e

$23,358

$47,993

$46,229

(5,126)

(5,126)

(6 ,451)

(6 ,451)

2,681

5,246

1,126

1,001

$39,215

$23,478

$42,668

$40,779

$

$

$

$

1.91

(0.24)

(0.24)

0.12
$

1.79

1.07

(0.30)

0.24
$

1.07

2.21

(0.30)

0.06
$

1.97

2.13

0.05
$

1.88
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Step Acquisition
SPX CORPORATION
Consolidated Statements o f Shareholders’ Equity
Com m on Stock
$10 Par Value

Paid In
Capital

Retained
Earnings

O ther

(Dollars in thousands, except per share amounts)
Previously Reported Balance, Decem ber 3 1 , 19 90...............................................................
1989 and 1990 restatem ent (Note 5 ) ......................................................................................

$154,585
—

$59,976
—

$ 93,453
(6,378)

$(91,530)
—

Restated Balance, Decem ber 3 1 , 1 9 9 0 ........................................................................ ...........
Net lo s s ............................................................................................................................... ...........
Cash dividends ($.70 per s h a re )...............................................................................................
Earned ESOP sh a re s........................................................................................................ .........
Tax benefit on dividends paid to ESOP tr u s t..............................................................
Translation a d ju s tm e n t...............................................................................................................
Vesting o f restricted s to c k ............................................................................................. ...........

$154,585
—
—
—
—
—
—

$59,976
—
—
—
—

$ 87,075
(21,560)
(9,679)
—

$(91,530)

Issuance o f restricted s to c k .......................................................................................... ...........

120

32

Balance, Decem ber 3 1 , 1991 ........................................................................................ ...........
Net in c o m e ........................................................................................................................
Cash dividends ($.40 per s h a re )...............................................................................................
Net shares sold under stock option p la n s .............................................................................
Earned ESOP sh a re s........................................................................................................ . .
Tax benefit on dividends paid to ESOP tru s t............................................................... ...........
Translation a d ju s tm e n t...............................................................................................................

$154,705
—

$60,008
—

—
655
—
—
—

—
191
—
—
—

—

—

Vesting o f restricted s to c k ........................................................................................................

—
—

378
—
—
—
$ 56,214
14,860
(5,541)
—
—
199
—
—

$60,199
—
—
82
(1.355)
—
—
—
—
—

$ 65,732
(40,600)
(5,040)

Vesting o f restricted s to c k ........................................................................................................

$155,360
—
—
198
—
—
—
—
—
—

Balance, Decem ber 3 1 , 1993 ...................................................................................... ...........

$155,558

$58,926

Balance, Decem ber 3 1 , 1992 ........................................................................................ ...........
Net lo s s ............................................................................................................................... ...........
Cash dividends ($.40 per s h a re )...............................................................................................
Net shares sold under stock option p la n s .............................................................................
Earned ESOP sh a re s ......... .............................................................................................. ...........
Tax benefit on dividends paid to ESOP tru s t............................................................... ...........
M in o rity interest in SP E u ro p e ...................................................................................... ...........
Translation a d ju s tm e n t.................................................................................................. ...........
Cum ulative effect o f change in ESOP accounting m ethod, net o f taxes ............. ...........

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Basis o f Presentation and Summary o f
Accounting Poiicies

Restatement
As a result of the company’s purchase of Riken Corpora
tion’s interest in Sealed Power Technologies Limited
Partnership (“ SPT” ) as of December 3 1 ,1993, prior years
consolidated financial statements have been restated to
reflect the company’s 49% share of SPT’s earnings or
losses for prior years (see Note 5).

—
1,823
—
(492)
113
(152)
$(90,238)
—
—
—
2,044
—
(7,742)
135

_

$(95,801)
—
—
—

—
190
—
—
—
—

3,046
—
(1.080)
(779)
5,100
135

$ 20,282

$(89,379)

5 (in P art): A cquisition— Sealed Power Technologies
Lim ited Partnership (SPT)
Effective December 31, 1993, the company acquired
Riken Corporation’s 49% interest in SPT for $39 m illion.
Additionally, SPT w ill redeem the 2% management
interest in SPT for $2.7 m illion. The company previously
owned 49% of SPT. Accordingly, the net assets of SPT
have been included in the accompanying consolidated
balance sheet as of December 31, 1993. Prior to this
acquisition, the company accounted for its investment
using the equity method. Beginning in the first quarter of
1994, the results of operations of SPT w ill be reflected in
the company’s consolidated statements of income and
cash flows.
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As a result of the acquisition of the remaining 51% of
SPT, as of December 3 1 ,1993, the company accounted for
this transaction as follows:
1. The company recorded this acquisition using step
acquisition accounting. Step acquisition accounting
requires that when the company previously did not record
its share of SPT’s losses because the company’s invest
ment was zero and now, as a result of additional ownership,
consolidates SPT, the company must retroactively reflect
its share of SPT losses not previously recorded. Accord
ingly, the financial statements for the 1993 quarters and
prior years were restated to record the company’s previous
49% share of SPT’s income or losses, the effect of
am ortizing the difference between its investment balance
and its share of SPT’s initial partnership capital deficit and
an adjustm ent required to record the company’s previous
investment in SPT at historical cost.
2. The 51% of SPT’s net assets acquired has been
included in the accompanying consolidated balance
sheet at December 3 1 ,1993 at estimated fair value based
upon prelim inary inform ation which may be revised at a
later date. The excess of the purchase price (including the
acquired equity deficit of $87.9 m illion) over the estimated
fair values of the net assets acquired was $97.1 m illion and
has been recorded as costs in excess of net assets
acquired and w ill be amortized over 40 years.
A summary of the purchase price allocation is as follows;
Existing
49%

Acquired
51%

Total

(In millions)
Current assets
$ 37.5
Property, plant & equipm ent
44.8
O ther assets
6 .7
—
Costs in excess o f net assets acquired
Current lia b ilitie s
(26.2)
—
Deferred incom e taxes
Long-term lia b ilitie s
(47.7)
Debt
(103.0)

$

Subtotal
SPT equity losses in excess
o f investm ent*

$

Purchase price

$ (87.9)

39.2 $ 76.7
111.4
66.6
7.0
13.7
97.1
97.1
(27.2)
(53.4)
16.0
16.0
(49.8)
(97.5)
(107.2)
(210.2)
41.7
—
$41.7

$ (4 6 .2 )
87.9
$41.7

Represents the cum ulative restatem ent o f equity losses, including the
com pany’s 49% share o f the 1993 SPT adoption o f SFAS No. 106,
recorded by the com pany p rio r to the consolidation o f the net assets
o f SPT at December 3 1 , 1993.

OTHER CHANGES IN RETAINED EARNINGS
In addition to opening balance adjustments, the retained
earnings account is affected by direct charges and
credits. The most frequent direct charges to retained earn
ings are net loss for the year, losses on treasury stock
transactions, and cash or stock dividends. The most com
mon direct credit to retained earnings is net income for the
year. Direct charges and credits— other than net loss, net
income, dividends and stock splits— are summarized in
Table 4-4. Examples of such charges and credits follow.

TABLE 4-4: OTHER CHANGES IN RETAINED EARNINGS
Number of Companies
1993 1992 1991 1990
Charges
Purchase o r retirem ent o f
capital s to c k ..............................
Treasury stock issued fo r
less than c o s t...........................
Pension lia b ility a d ju s tm e n t___
Translation a d ju s tm e n t................
Preferred stock a c c re tio n ...........
Redem ption o f stock
purchase rig h ts .........................
O ther— D e s c rib e d .........................

55

50

66

81

39
19
15
6

32
13
15
7

40
8
7
9

37
12
6
9

1
21

3
17

5
9

6
17

21
5
5
2
21

20
4
4
4
17

12
7
6
9
20

6
13
2

Credits
Tax benefit on dividends
paid to ESO P..............................
Translation a d ju s tm e n t................
Poolings o f in te re s ts ....................
Pension lia b ility a d ju s tm e n t___
O ther— D e s c rib e d .........................

—

27
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Treasury Stock Transactions
ALBERTSON’S, INC.
C onsolid ated S to ckh o ld e rs’ E q u ity

(In thousands, except per share data)
B alance at January 3 1 , 1991 ....................................
Exercise o f stock o p tio n s ...........................................
Tax benefits related to stock o p tio n s .......................
Cash dividends, $ 2 8 per s h a re ................................
S tock purchases...........................................................
Net e a rn in g s..................................................................

..............
..............
..............
..............
..............

Balance at January 3 0 , 1992 .................................... ..............
Exercise o f stock o p tio n s ........................................... ..............
Tax benefits related to stock o p tio n s .......................
Cash dividends, $.32 per s h a re ................................
Net e a rn in g s.................................................................. ..............
Balance at January 2 8 , 1993 ....................................
Exercise o f stock o p tio n s ...........................................
Tax benefits related to stock o p tio n s .......................
Purchase treasury shares...........................................
Issue treasury sh a re s..................................................
Retire treasury s h a re s ................................................
Two-for-one slo ck s p lit................................................
O ther .............................................................................
Cash dividends, $.36 per share
Net e a rn in g s....................................................... .......

..............
..............
..............
..............
..............
..............

Common
S tock $1.00
Par Value

Capital in
Excess of
Par Value

$133,820
395
—
—

$ 2,131
3,097
4,536

(2,084)
—
132,131
199

—
132,330
245
—
—
—
(5,788)
126,620

..............

Balance at February 3 , 1994....................................... ..............

C apital Stock (In Part)
On March 10, 1993, pursuant to a 1979 agreement, the
Company purchased 21,976,320 shares of its common
stock from the estate of J.A. Albertson, the Company’s
founder, at a cost of $517.5 m illion or $23.55 per share.
This purchase was financed through the reissuance of
10,400,000 shares of treasury stock at $26.25 per share,
netting $264.5 m illion, and the issuance of $252.1 m illion
in medium-term notes. The remaining 11,576,320 treasury
shares were retired.

718
1,475
2,716
—
4,909
1,700
2,538
—
19,615
(25,010)
(1,635)

—

—

—

—

—

—

$253,407

NOTES TO FINANCIAL STATEMENTS

—

(9,046)
—

$2,117

Retained
Earnings
$

951,931
—
—
(74,446)
(68,676)
257,794
1,066,603
—
(84,631)
269,217
1,251,189
—
—
—
—
(241,816)
(124,985)
953
(91,167)
339,681

$1,133,855

Treasury
S tock
$
—
—
—
—

—
—
—
—
—
—
—
—
(517,526)
244,912
272,614
—
—
—
—

—

Total
$1,087,882
3,492
4,536
(74,446)
(79,806)
257,794
1,199,452
1,674
2,716
(84,631)
269,217
1,388,428
1,945
2,538
(517,526)
264,527
—
—

953
(91,167)
339,681
$1,389,379
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APPLE COM PUTER, INC.
Consolidated Statements o f Shareholders’ Equity

Common Stock
Shares
Amount
Balance at September 28,1990 ................. .
Common stock issued under stock
option and purchase plans,
including related tax benefits..............
Repurchase of common stock................
Repayment of notes receivable
from shareholders............................
Cash dividends of $0.48 per
common share..................................
Accumulated translation adjustment. . . . .
Net income.........................................
Balance at September 27,1991 .................
Common stock issued under stock
option and purchase plans, including
related tax benefits............................
Repurchase of common stock................
Repayment of notes receivable
from shareholders............................
Cash dividends of $0.48 per
common share.................................
Accumulated translation adjustment
Net income.........................................
Balance at September 25,1992 ...............
Common stock issued under stock
option and purchase plans,
including related tax benefits...............
Repurchase of common stock................
Cash dividends of $0.48 per
common share.................................
Accumulated translation adjustment.......
Net income.........................................
Balance at September 24,1993 ................

115,359

$ 136,555

7,377
(4,350)

253,523
(111,213)

Notes
Accumulated
Receivable from
Translation
Retained
Shareholders
Adjustment
Earnings
(In thousands, except per share amounts)
$ 4,142
$(6,033)
$1,312,156

Total
Shareholders’
Equity

(744)

252,779
(184,677)

(73,464)
-

4,941

(56,509)
(6,519)
118,386

278,865

309,841
1,492,024

4,093
(4,000)

155,388
(151,943)

(60,682)

(2,377)

(1,836)

—

—

_
_
—
118,479

—
—
282,310

(57,196)
—
530,373
1,904,519

2,693
(5,025)

101,842
(180,539)

(92,915)

—

_

_

—

—

—
116,147

—
$ 203,613

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Common Stock (In Part)

Stock Repurchase Programs
In November 1992, the Board of Directors authorized the
purchase of up to 10 m illion shares of the Company’s
common stock in the open market. Approxim ately 3.4 m il
lion shares were repurchased under this authorization in
1993. In September 1990, the Board of Directors authorized
the purchase of up to 10 m illion shares of the Company’s
common stock in the open market. During 1993,1992, and
1991, the Company repurchased approximately 1.6 m il
lion, 4.0 m illion, and 4.4 m illion shares, respectively, in the
open market under this repurchase program.

1,836
2,918
—
541

—

86,589
$1,842,600

(20,376)
—
$(19,835)

(56,509)
(6,519)
309,841
1,766,676
155,388
(212,625)
1,836
(57,196)
2,918
530,373
2,187,370

—

101,842
(273,454)

—
—

$

4,941

—
—
—

(55,593)
—

$1,446,820

-

(55,593)
(20,376)
86,589
$2,026,378
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KNIGHT-RIDDER, INC.
Consolidated Statement o f Shareholders’ Equity

Common
Shares
Outstanding
Balances At Dec. 30,1990 ..................................................
Issuance of common shares under stock option plans..........
Issuance of common shares under stock purchase plan.......
Issuance of common shares net of underwriting fe e s..........
Expenses related to capital transactions.............................
Tax benefits arising from employee stock plans...................
Net income.....................................................................
Cash dividends declared on common stock— $1.40 per share .
Balances At Dec. 29,1991....................................................
Issuance of common shares under stock option plans..........
Issuance of common shares under stock purchase plan.......
Tender of shares as payment for options exercised................
Tax benefits arising from employee stock plans...................
Net income.....................................................................
Cash dividends declared on common stock— $1.40 per share .
Balances At Dec. 27,1992....................................................
Issuance of common shares under stock option plans..........
Issuance of treasury shares under stock option plans..........
Issuance of common shares under stock purchase plan.......
Issuance of treasury shares under stock purchase plan.........
Purchase of treasury shares.............................................
Retirement of 649,302 treasury shares...............................
Tax benefits arising from employee stock plans...................
Net income.....................................................................
Cash dividends declared on common stock— $1.40 per share .
Balances At Dec. 26,1993 ..................................................

49,462,243
842,201
266,330
3,000,508
—
—
—
—
53,571,282
1,155,062
240,022
(695)
—
—
—
54,965,671
323,894
29,670
207,223
71,028
(750,000)
—
—
—
—
54,847,486

Common
Additional
Retained
Stock
Capital
Earnings
(In thousands of dollars, except share data)
$1,031
$ 58,201
$835,681
—
17
30,450
—
5
11,451
—
63
147,387
—
—
(475)
—
—
5,264
—
—
132,068
—
—
(72,523)
$895,226
$1,116
$252,278
—
24
49,503
—
5
12,154
—
—
(40)
—
—
7,139
—
—
40,886
(76,479)
—
—
$1,145
$321,034
$859,633
—
7
12,883
—
—
(525)
—
4
10,078
—
—
(596)
—
—
—
(3,912)
(31,148)
(13)
—
—
3,239
—
—
148,089
(76,749)
—
—
$899,825
$1,143
$342,201

Treasury
Stock
$

—
—
—
—
—
—
—

$
—
—
—
—
—
—
$

—

(1.612)
—
(4,007)
40,693
(35,074)
—
—
—
$

-
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Tax Benefit From ESOP Dividends
CHEVRON CORPORATION
C o n so lid a te d S tate m en t o f S to c k h o ld e rs ’ E q u ity

Number of Shares

Balance at December 31,1990__
Net income..........................
Cash dividends—
$3.25 per share.................
Foreign currency
translation adjustment.........
Pension Plan
minimum liability...............
ESOP expense
accrual adjustment............
Reduction of ESOP debt.........
Purchase of
treasury shares.................
Reissuance of
treasury shares.................
Balance at December 31,1991...
Net income..........................
Cash dividends—
$3.30 per share.................
Tax benefit from dividends
paid on unallocated
ESOP shares.....................
Foreign currency
translation adjustment.........
Pension Plan
minimum liability...............
ESOP expense
accrual adjustment............
Treasury shares acquired in
exchange transaction..........
Purchase of treasury shares...
Reissuance of
treasury shares.................
Balance at December 31,1992...
Net income..........................
Cash dividends—
$3.50 per share.................
Tax benefit from dividends
paid on unallocated
ESOP shares.....................
Foreign currency
translation adjustment........
ESOP expense
accrual adjustment............
Reduction of ESOP debt.........
Purchase of treasury shares...
Reissuance of
treasury shares.................
Balance at December 31,1993...

Common
Stock
Issued
356,243,534
—
—

(Millions of dollars)

Common
Stock in
Treasury
(5,443,328)
—

Common
Stock
$1,069
—
—

Capital in
Excess of
Par Value
$1,835
—
—

Currency
Translation
Deferred
Compensa Adjustment
and Other
tion— ESOP
$ 56
$(979)
—
_

—

—

—

—

—
—

—
—

—
—

—
—

20

—

—

—
356,243,534
—
—

(4,201,864)
123,923
(9,521,269)
—
—

Treasury
Stock
$ (340)

(1.139)
13

—

—

Retained
Earnings
$13,195
1,293

—
1,069
—

4
1,839
—

—

—

_

_

(2)
—

—

—

—

—

—

(286)

—
(964)
—

—
67
—

—
13,349
1,569

5
(621)
—

—

—

(1,115)

_

(5)

11

_

—

—

—

—

—

(10)

—

—

—

—

—

—

—

(1)

—

—

—

—

—

—

(10)

—
—

—
—

—

—
—

—
356,243,534
—
—

(15,750,000)
(5,934,461)
135,985
(31,069,745)
—
—

—
1,069
—

1,840
—

—

—

1

—
(954)

——

—

—

—

—
56

—

—

—

—

—
13,814
1,265
(1.139)

(1.100)
(382)
6

(2,097)
—
—

15
—

—

—
—
—

—
—
(46,253)

—
356,243,534

611,569
(30,504,429)

—

—

—

52

—

—

—
—
—

—
—
—

4
30
—

—
—
—

—
—
—

—
—
(4)

—
$(920)

—
$108

—
$13,955

31
$(2,070)

—
$1,069

15
$1,855
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(M illions o f dollars)
Note 16 (In Part): Employee B enefit Plans

Employee Stock Ownership Plan (ESOP)
In December 1989, the company established an ESOP
as part of the Profit Sharing/Savings Plan. The ESOP
Trust Fund borrowed $1,000 and purchased 14.1 m illion
previously unissued shares of the company’s common
stock. The ESOP provides a partial prefunding of the
com pany’s future commitments to the profit sharing part
of the plan, which w ill result in annual income tax savings
for the company. As interest and principal payments are

made on the ESOP debt, shares are released from a
suspense account and allocated to pro fit sharing
accounts of plan participants.
The ESOP is expected to satisfy most of the com pany’s
obligations to the profit sharing part of the Profit Sharing/
Savings Plan during the next 11 years. Other company
obligations to the profit sharing part of the plan w ill be
satisfied by cash contributions. The company recorded
expense for the ESOP of $60, $50 and $44 in 1993,1992
and 1991, respectively, including $74, $75 and $69 of
interest expense related to the ESOP loan. All dividends
paid on the shares held by the ESOP w ill be used to serv
ice the ESOP debt. The dividends used were $47, $35 and
$40 in 1993,1992 and 1991, respectively.

Stock Rights Redemption
GARAN, INCORPORATED
C o n s o lid a te d S tate m en ts o f S h a re h o ld e rs ’ E q u ity

Years Ended 1991,1992 and 1993

Common
Stock

Additional
Paid-in
Capital

Balance at September 30,1990.......................................................
$2,508,000
$5,373,000
Stock options exercised..............................................................
1,000
14,000
Net earnings..............................................................................
—
—
Dividends paid— $1.00 per share.................................................. ..................
Balance at September 30,1991.......................................................
$2,509,000
$5,387,000
Stock options exercised..............................................................
17,000
243,000
Net earnings..............................................................................
—
—
Dividends paid— $1.175 per share................................................ ..................
Balance at September 30,1992.......................................................
$2,526,000
$5,630,000
Stock options exercised..............................................................
9,000
191,000
Net earnings..............................................................................
—
—
Dividends paid— $1.80 per share..................................................
—
—
Stock rights redemption— $.01 per share.......................................................... ___________
Balance at September 30,1993.......................................................
$2,535,000
$5,821,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10— Shareholders’ Equity
In April 1993, the Company’s Board of Directors restruc
tured the Shareholders Rights Plan it had adopted in 1988
by amending and restating its rights agreement, redeeming
its outstanding preferred stock rights, and paying a divi
dend of new common stock rights to shareholders of

Retained
Earnings

$63,082,000

Total

15,324,000
(5,937,000)
$77,639,000

$70,963,000
15,000
10,186,000
(5,016,000)
$76,148,000
260,000
15,324,000
(5,937,000)
$85,795,000

16,849,000
(9,124,000)
(51,000)
$85,313,000

16,849,000
(9,124,000)
(51,000)
$93,669,000

10,186,000
(5,016,000)
$68,252,000

200,000

record on May 17,1993. In the event any person acquires
20 percent of the Company’s common stock, each new
right w ill give the holder the option to purchase one share
of the Company’s common stock for $90. The new rights
expire May 16, 2003, and may be redeemed by the Com
pany for $.01 per right. As of September 3 0 , 1993, 5,069,892
shares of the Company’s common stock were reserved for
issuance under the Shareholders Rights Plan.
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Retained Earnings

Common Stock Put Options

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

GERBER PRODUCTS COMPANY
C o n s o lid a te d S tate m en ts o f S h a re h o ld e rs’ E q u ity

(In thousands o f dollars, except per share data)
Common
Stock
Balances at A pril 1 , 1990
Net earnings
Cash dividends, $.57 per share
Stock rig hts redem ption
paym ent, $.025 per share
Issuance o f 459,994 shares upon
exercise o f stock options
Issuance o f 210,194 shares
under restricted stock plan,
net o f forfeiture s
Com pensation under restricted
stock awards
Tax benefit of dividends
paid to ESOP
Return o f 8,522,324 treasury
shares to unissued status
Foreign currency
translation adjustm ents

$104,134

Balances at M arch 3 1 , 1991
Net earnings
Cash dividends, $.69 per share
Repurchase o f 709,240 shares
Issuance o f 226,048 shares upon
exercise o f stock options
Issuance o f 89,990 shares
under restricted stock plans,
net o f forfeiture s
Tax benefit of dividends
paid to ESOP

93,481

Balances at M arch 3 1 , 1992
Net earnings
Cash dividends, $.795 per share
Issuance o f shares in connection
w ith tw o fo r one stock sp lit
Repurchase o f 2,123,934 shares
Common equity put options
issued fo r 300,000 shares—
Note L
Issuance o f 178,995 shares upon
exercise o f stock options
Issuance o f 30,087 shares under
restricted stock plans,
net o f forfeiture s
Tax benefit of dividends
paid to ESOP

92,990

Balances at M arch 3 1 , 1993

$

Paid-In
Capital

Retained
Earnings

6,390

—

—

_

—

$377,768
112,818
(42,937)

—

—

(1.892)

(2,465)

1,068

—

—

—

389

—

—

—

295

(10,653)

(123,931)

—

—

5,382
—

—

—

(887)

(13,108)

283

4,441

113

3,285

—

—
0

—

—

—

—

92,698
(5,310)

—

(5,268)

(750)

—

448

PRESENTATION OF CHANGES IN
ADDITIONAL PAID-IN CAPITAL

322,121
127,569
(51,631)
(9,655)

(226)
252
388,430
42,455
(58,771)
(92,698)
(62,001)

(8,370)

APB O pinion No. 12 states in part:

10. When both financial position and results of opera
tions are presented, disclosure of changes in the
separate accounts com prising stockholders’ equity
(in addition to retained earnings) and of the changes
in the number of shares of equity securities during at
least the most recent annual fiscal period and any
subsequent interim period presented is required to
make the financial statements sufficiently informa
tive. Disclosure of such changes may take the form of
separate statements or may be made in the basic
financial statements or notes thereto.
Table 4-5 summarizes the presentation formats used by
the survey companies to present changes in additional
paid-in capital.

TABLE 4-5: PRESENTATION OF CHANGES IN
ADDITIONAL PAID-IN CAPITAL

4,459

75

809

$

—
299

—

—

$180,151

ADDITIONAL PAID-IN CAPITAL

—

—

—

Note L (In Part): Shareholders’ Equity
The company repurchased certain shares of common
stock during fiscal 1991 through 1993 under authorization
of the Board of Directors. In March 1993, the Board autho
rized the repurchase of an additional 4,000,000 shares
of common stock. As part of its stock repurchase program
the company sold put options for 300,000 shares of com
mon stock which were exercised on April 2 2 , 1993, at an
average price of $31 per share. The exercise price of $9.3
m illion was included in current liabilities at March 31,
1993, and the related offset was recorded as a reduction to
shareholders’ equity, net of premiums received. At March
3 1 ,1993 a total of 6,574,000 shares remain available to be
repurchased (excluding those relating to put options)
under current open Board authorizations. The company
has repurchased 1,698,000 of these shares through May
17,1993.

0

$209,344

Statem ent o f stockholders’
e q u ity ................................................
Statem ent o f additional
paid-in c a p ita l..............................
Schedule in n o te s ..............................
No statem ent o r schedule
but changes d isclo se d ..................
Balance unchanged during y e a r . . .

Subtotal.................................

1993

1992

1991

1990

425

407

392

394

6
74

6
79

7
79

7
81

7
25

8
39

9
49

12
38

537

539

536

532

Additional paid-in capital
account not presented..................

63

61

64

68

Total Companies.....................

600

600

600

600
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STOCK SPLITS

GENERAL DYNAMICS CORPORATION (DEC)

Chapter 7B of Accounting Research B ulletin No. 43 dis
cusses the accounting for stock splits. APB O pinion No. 15
refers to Chapter 7B and states in part:

NOTES TO FINANCIAL STATEMENTS
K (In Part): Shareholders’ Equity

Stock Split
On 4 March 1994, the Company’s Board of Directors
authorized a two-for-one stock split effected in the form of
a 100% stock dividend to be distributed on 11 April 1994 to
shareholders of record on 21 March 1994. Shareholders’
equity has been restated to give retroactive recognition to
the stock split for all periods presented by reclassifying
from retained earnings to common stock the par value of
the additional shares arising from the split. In addition, all
references in the financial statements to number of shares,
per share amounts, stock option data, and market prices
of the Company’s common stock have been restated.

48. S tock dividends o r splits. If the number of com
mon shares outstanding increases as a result of a
stock dividend or stock split or decreases as a result
of a reverse split, the com putations should give
retroactive recognition to an appropriate equivalent
change in capital structure for all periods presented.
If changes in common stock resulting from stock
dividends or stock splits or reverse splits have been
consummated after the close of the period but before
completion of the financial report, the per share
com putations should be based on the new number of
shares because the readers’ prim ary interest is pre
sumed to be related to the current capitalization.
When per share com putations reflect such changes
in the number of shares after the close of the period,
this fact should be disclosed.

THE MAY DEPARTMENT STORES COMPANY (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Table 4-6 shows the number of survey companies
disclosing stock splits and summarizes the accounting
treatm ents for stock splits. Examples of stock splits follow.

TABLE 4-6: STOCK SPLITS
1993

1992

1991

1990

Ratio
Less than th re e -fo r-tw o ..............
T hree-for-tw o (50% ) to
tw o -fo r-o n e ..............................
Two-for-one (100% ) ..................
Greater than tw o -fo r-o n e ...........

9

1

5

4

11
27
2

21
39
6

8
29
2

8
31
7

Total Companies................

49

67

44

50

Additional paid-in c a p ita l...........
Retained e a rn in g s .......................
No c h a rg e ....................................

21
12
16

28
15
24

19
5
20

19
14
17

Total Companies..............

49

67

44

SO

Account charged

Common S tock S p lit
In June 1993, the company effected a two-for-one split in
the form of a 100% common stock dividend (the “ stock
sp lit’ ’). Also, during 1993, the shareowners approved an
amendment to the com pany’s C ertificate of Incorporation
to increase the number of shares of common stock autho
rized from 350 m illion to 700 m illion, and decrease the par
value per share of common stock from $1.00 to $.50. All
share and per share data included in this annual report
have been restated to reflect the stock split.
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BALDOR ELECTRIC COMPANY
C o n so lid a te d Statem e nts o f S h a re h o ld e rs’ E q u ity

(In thousands)

Balance At December 29,1990 ........................
Stock option plans (net of shares exchanged) ...
Translation adjustments..................................
Net earnings ................................................
Repurchase of common stock..........................
Purchase of Sweo Controls, Inc........................
Cash dividends at $.27 per common share.........
Balance At December 28,1991 ........................
Stock option plans (net of shares exchanged) ...
Translation adjustments..................................
Net earnings ................................................
Purchase of Sweo Controls, Inc.........................
Three-for-two common stock split effected
in the form of a 50% stock dividend..............
Cash dividends at $.29 per common share........
Balance At January 2 , 1993.............................
Stock option plans (net of shares exchanged) ...
Translation adjustments..................................
Net earnings ................................................
Purchase of Sweo Controls, Inc.........................
Six-for-five common stock split effected
in the form of a 20% stock dividend..............
Cash dividends at $.35 per common share.........
Balance At January 1 ,1994.............................

Common Stock
Shares
Amount
$ 965
9,653
113
11
—
—
—
—
—
(6)
20
2
—
—
9,780
978
99
10
—
—
—
—
2
22
4,924
—

14,825
102

493
—
1,483
10

Additional
Capital
$11,395
1,706
—
—

(103)
391
—

13,389
1,506
—

(493)
(5,139)
128,792

15,440
1,353

—

—

—

299

—

17,968

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note E (In Part): Shareholders’ Equity
On November 8 , 1993, the Company’s Board of Directors
authorized a six-for-five stock split effected in the form of
a 20% stock dividend payable on January 7, 1994 to
shareholders of record on December 10, 1993. This
resuited in the issuance of 2,993,997 additional shares of
common stock. All per share and weighted average share
amounts have been restated to reflect this stock split.

—

$1,797

—

—

—

2,994

—
(4,668)
119,160
—
15,264
—

—

5

—

—
545

—

47

Retained
Earnings
$111,906
—
—
11,922

1,055

—

$17,848

Cumulative
Translation
Adjustments
$(334)
—
470
—

—
—
—

136
—
(625)
—

—

—

(489)

—
—

19,426
—

(299)
(6,190)
$141,729

(346)
—
—

—

$(835)

Total
$123,932
1,717
470
11,922
(103)
393
(4,668)
133,663
1,516
(625)
15,264
547
(5,139)
145,226
1,363
(346)
19,426
1,060
(6,190)
$160,539

442

Section 4: Stockholders’ Equity

ENGELHARD CORPORATION
C o n so lid a te d S tatem ents o f S h a re h o ld e rs’ E q u ity

Common
stock

Additional
paid-in
capital

$45,200

$ 70,455

45,200
—
—
22,600
—
—
—
—
67,800
—

(2,416)
(4,632)
63,407
—
—
(22,600)
—
—
(1.081)
(2,402)
37,324
—

Retained
earnings

Treasury
stock

Cumulative
translation
adjustment

Total
shareholders’
equity

(in thousands, except per share amounts)
Balance at December 31,1990 ................
Net earnings.........................................
Dividends ($.33 per share)......................
Foreign currency translation adjustment ...
Treasury stock acquired..........................
Stock bonus plan transactions.................
Stock option plan transactions.................
Balance at December 31,1991.................
Net earnings.........................................
Dividends ($.37 per share)......................
Three-for-two stock s p lit........................
Foreign currency translation adjustment ...
Treasury stock acquired..........................
Stock bonus plan transactions.................
Stock option plan transactions.................
Balance at December 31,1992 ...............
Net earnings.........................................
Dividends ($.42 per share)......................
Three-for-two stock s p lit........................
Foreign currency translation adjustment ...
Treasury stock acquired..........................
Stock bonus plan transactions.................
Stock option plan transactions.................
Retirement of treasury stock...................
Balance at December 31,1993 ...............

—

—

33,897
—
—
—
—
(3,500)
$98,197

(33,897)
—
—
(1.848)
(1.579)
—
$

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary o f S ignificant Accounting Policies

Capital Stock
The Board of Directors authorized three-for-two common
stock splits effective as of September 3 0 , 1993 and Sep
tem ber 30, 1992, respectively. All share and per share
data have been retroactively restated to give effect to
these stock splits.
On December 3 1 ,1993, the Company retired 3.5 m illion
shares of common stock previously held in treasury.

-

$578,784
87,942
(33,306)

$(13,277)
-

633,420
10,617
(37,861)
—
—
—
—
—
606,176
672
(40,631)

(34,912)
7,186
30,447
(10,556)
—
—
—
—
(66,485)
9,340
8,447
(59,254)
—

—

—
—
—
(1.989)
(66,738)
$497,490

—
—

—
(90,648)
11,310
13,136
70,238
$(55,218)

$ 28,626
(3,483)
25,143
—
—
—
(29,985)
—
—
—
(4,842)
—
—
—

(4,309)
—
—
—
—
$ (9,151)

$709,788
87,942
(33,306)
(3,483)
(34,912)
4,770
25,815
756,614
10,617
(37,861)
—
(29,985)
(66,485)
8,259
6,045
647,204
672
(40,631)
—

(4,309)
(90,648)
9,462
9,568
—
$531,318
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PALL CORPORATION
C o n so lid a te d Statem ents o f S to c k h o ld e rs ’ E q u ity

Years Ended August 3 , 1991,
August 1 ,1992, and July 31,1993

Common
Stock

Balance at July 28,1990 ..............
Net earnings...............................
Cash dividends declared...............
Three-for-two stock split (including
$20 paid for fractional shares) ...
Issuance of stock pursuant to
exercise of stock options,
351 shares.............................
Issuance of stock in satisfaction
of contributions to pension and
profit-sharing plans, 87 shares ...
Foreign currency
translation adjustment..............
Change in stock option loans.........
Balance at August 3 , 1991............
Net earnings...............................
Cash dividends declared...............
Three-for-two stock split (including
$25 paid for fractional shares) ...
Issuance of stock pursuant to
exercise of stock options,
329 shares.............................
Purchase of 1,357 shares
of common stock.....................
Foreign currency
translation adjustment..............
Change in stock option loans.........
Balance at August 1 ,1992 ............
Net earnings...............................
Cash dividends declared................
Four-for-three stock split (including
$26 paid for fractional shares) ...
Issuance of stock pursuant to
exercise of stock options,
402 shares.............................
Foreign currency
translation adjustment..............
Minimum pension
liability adjustment...................
Change in stock option loans.........
Balance at July 31,1993 ..............

$ 9,662
—

Foreign
Currency
Translation
Adjustment

Capital in
Excess of
Par Value

Retained
Earnings

$40,519
—
—

$368,564
79,921
(24,616)

Minimum
Pension
Liability
Adjustment

Treasury
Stock

Stock
Option
Loans

Total
Stockholders’
Equity

$(1,393)

(In thousands)

—

$ 22,694

—

—

_

$

—

—

—

—

—

$440,046
79,921
(24,616)

_

_

_

(20)

-

—

$

-

4,833

(4,853)

88

7,002

7,090

22

3,112

3,134

...
—

14,605
—
—

—

45,780
—
—

—

7,317

(7,342)

_

82

5,088

(618)

_

_

—

—

43,526

—

—

—

—

7,334

—

—

—
—

—

—

—

—

—

_

_

_

_

3,744
—

—

485,884
78,312
(35,642)

_

_

32,018

—

_

_

_
—

—

$29,338

$36,166

—
$524,407

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Common Stock (In Part)

Stock Splits
On January 15, 1991, the Board of Directors declared a
three-for-two stock split effective February 15, 1991. The
par value of the new shares issued totalled $4,833,000,
which was transferred from capital in excess of par value
to the common stock account.
On November 2 2 , 1991, the Board of Directors declared
a three-for-two stock split effective December 27, 1991.

—

(33,753)

(1,225)
(4,084)

—

—

—

—

—

—

—

_

(44,879)

_
—

_

—

(4,147)

_

(35,066)

_

$(12,861)

—

$(4,996)

(25)

(35,066)
28,274
(1,225)
545,595
78,312
(35,642)

_

(26)

8,790

4,643

_

(44,879)

_

(4,996)
—

(18,950)
(1,466)
485,139
92,708
(30,075)

5,865

28,274

—

(7,360)

—

(1,466)
(2,859)
—

1,313

_
_

22,004

_

—

423,869
92,708
(30,075)

__

_

(18,950)

—

$(24,963)

(129)
$(4,213)

(4,996)
(129)
$542,878

The par value of the new shares issued totalled $7,317,000,
which was transferred from capital in excess of par value
to the common stock account.
On November 2 0 ,1992, the Board of Directors declared
a four-for-three stock split effective December 28, 1992.
The par value of the new shares issued totalled
$7,334,000, which was transferred from capital in excess
of par value to the common stock account.
All share and per share data for prior periods presented
have been restated to reflect the stock splits.
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THE STANDARD PRODUCTS COMPANY
C o n so lid a te d S tatem ents o f S h a re h o ld e rs’ E q u ity

For the Years Ended June 30,1993, June 28,1992 and June 30,1991

(Thousands of dollars except share data)
Balance, July 1 ,1990..................................
Net loss..................................................
Cash dividends ($.47 per share).................
Foreign currency translation adjustments__
Sale of 5,073 shares to option holders.........
Minimum pension liability..........................
Balance, June 30,1991 ...............................
Net income.............................................
Cash dividends ($.38 per share).................
Foreign currency translation adjustments__
Restricted stock awards............................
Sale of 38,550 shares to option holders.......
Common stock offering net of
recorded expenses...............................
Minimum pension liability..........................
Balance, June 28,1992 ...............................
Net income.............................................
Cash dividends ($.54 per share).................
Foreign currency translation adjustments__
Restricted stock awards............................
Sale of 89,889 shares to option holders.......
Common stock offering net of
recorded expenses...............................
Minimum pension liability..........................
Par value of shares issued in connection
with a five-for-four stock split.................
Balance, June 30,1993 ...............................

Common
Shares
$10,151
—
—
—
5
—
$10,156
—
—
—
—
39

Paid-In
Capital
$
11
—
—
—
49
—
$
60
—
—
—
665
690

1,840
—
$12,035
—
—
—
—
90

51,807
$53,222
—
—
—
866
1,121

1,400
—

41,913
—

3,027
$16,552

(3,039)
$94,083

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Stock Split
On May 10,1993, the Directors of the Company declared
a five-for-four split of the Company’s common shares,
effected in the form of a stock dividend, paid on June 3,
1993 to shareholders of record as of the close of business
on May 2 0 , 1993. All presentations of shares outstanding
and amounts per share in years prior to 1993 have been
restated to reflect the 1993 stock split.

Retained
Earnings
$139,946
(45,609)
(5,992)
—
—
—
$ 88,345
23,305
(5,103)
—
—
—

—

—
$106,547
22,563
(8,450)
—
—

Foreign
Currency
Translation
Adjustments
$ 2,721
—
—
1,959
—
—
$ 4,680
—
—
1,584
—
—
—

—
$ 6,264
—
—
(12,914)
—

—

—

—

—
—

—

—
$120,660

—
$ (6,650)

Minimum
Pension
Liability
$ —
—
—
—
(875)
$(875)
—
—
—
—
—
—

560
$(315)
—
—
—
—
—

Total
Share
holders’
Equity
$152,829
(45,609)
(5,992)
1,959
54
(875)
$102,366
23,305
(5,103)
1,584
665
729
53,647
560
$177,753
22,563
(8,450)
(12,914)
866
1,211

—
106

43,313
106

—
$(209)

(12)
$224,436
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WITCO CORPORATION
C o n so lid a te d S tatem ents o f S h a re h o ld e rs’ E q u ity

Balance at December 31,1990.........
Net Income..................................
Cash Dividends Declared:
Preferred stock..........................
Common stock..........................
Common Stock Issued:
Employee plans..........................
Conversions...............................
Equity Adjustments........................
Balance at December 31,1991.........
Net Income..................................
Cash Dividends Declared:
Preferred stock..........................
Common stock..........................
Common Stock Issued:
Employee plans..........................
Conversions...............................
Equity Adjustments........................
Balance at December 31,1992.........
Net Income.............................
Cash Dividends Declared:
Preferred stock..........................
Common stock..........................
Common Stock Issued:
Two-for-one stock s p lit...............
Public offering............................
Employee plans..........................
Conversions...............................
Equity Adjustments........................
Balance at December 31,1993.........

Preferred
Stock

Common
Stock

$10
—

$112,670
—

—
—

—
—

—
—
—
10
—

Equity Adjustments
Foreign
Currency
Translation Pensions
(In thousands of dollars)
$ 20,423
$(5,570)
$ 1,986
—
—
—

Capital in
Excess of
Par Value

—
—

—
—
—
112,670
—

1,981
—

—
—

—
—

—
—

—
(1)

—

9
—
—
—
—
—
—
—
—
$ 9

—

—
112,670
—
—
—
127,045
14,374
—
—
—
$254,089

NOTES TO FINANCIAL STATEMENTS
Note 9 (In Part): Shareholders’ E quity
On September 2 , 1993, the Board of Directors of the Com
pany declared a two-for-one stock split on the Company’s
common stock. This was paid in the form of a 100 percent
stock distribution of 25,409,000 shares on October 5 , 1993,
to shareholders of record as of September 16, 1993.
Accordingly, all share and per share data, as appropriate,
reflect the effects of this split. The par value for the addi
tional shares issued was transferred from capital in excess
of par value to common stock.

—
(5)

3,383
(287)
5,077
—
—
—
(127,176)
127,281
1,207
(266)
—
$ 6,123

—
—
—
—
(1.735)
18,688
—

—
—
—
—
3,623
(1.947)
—

Retained
Earnings

Treasury
Stock
at Cost

Total

$484,412
73,475

$ 26,459)
—

$587,472
73,475

(26)
(39,361)
(433)
(1.058)
—
517,009
39,175

—
—

—
—

—

—

—

—

—

—

(25,177)
(6,489)
—

(1.397)
(3.344)
—

(24)
(40,594)

—
515,566
19,763

—
—

—
—

—
—

—
—

—
—

—

—

—

—
(17,234)
$(23,723)

—
(3.204)
$(6,548)

(24)
(47,064)

—
—
$488,241

—
—
1,799
1,949
—
(22,711)
—
—
—

13,117
401
—
(9,193)
—
—
—
—
—
4,029
388
—
$ (4,776)

(26)
(39,361)
1,366
886
1,888
625,700
39,175
(24)
(40,594)
16,500
113
(26,574)
614,296
19,763
(24)
(47,064)
(131)
141,655
5,236
122
(20,438)
$713,415
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CHANGES IN ADDITIONAL PAID-IN CAPITAL
Table 4-7 summarizes credits and charges to additional
paid-in capital. Examples of such credits and charges follow.

Common Stock Issued In Connection
With Employee Benefit Plans
DANAHER CORPORATION
C o n so lid a te d Statem ents o f S to c k h o ld e rs ’ E q u ity

Common Stock
Shares
Amount
Balance, December 31,1991 ........................
Net earnings for the year............................
Common stock issued for options exercised ..
Employee stock compensation...................
Decrease from translation of foreign
financial statements...............................
Balance, December 31,1992 ........................
Net earnings for the year............................
Dividends declared..................................
Common stock issued tor options exercised ..
Decrease from translation of foreign
financial statements...............................
Balance, December 31,1993 ........................

Additional
Paid-in
Retained
Capital
Earnings
(In thousands of dollars)
$275,372
$ 77,157
—
31,601
—
2,044
—
816

30,707,030
—
142,978
—

$307
—
1
—

_

_

_

30,850,008
—
—
50,156

$308
—
—
1

$278,232
—
—
1,300

_

_

_

30,900,164

$309

$279,532

$123,095

Treasury
Stock
$(37,489)
—
—
—

_
$108,758
17,749
(3,412)
—

Cumulative
Foreign
Translation
Adjustment
$

—

3,905
—
—
—
(5,335)
$(1,430)
—
—
—

$(37,489)
—
—
—
_

(351)
$(1,781)

$(37,489)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7. Stock Transactions

In 1987, the Company adopted a non-qualified stock
option plan for which it is authorized to grant options to
purchase up to 1,300,000 shares. Under the plan, options
are granted at not less than 85% of existing market prices
and expire ten years from the date of grant. An option to
acquire 500,000 shares was granted to a senior executive
outside of the plan in 1990.
Changes in stock options were as follows;

Outstanding at January 1 , 1991
Granted (average $18.35 per share)
Exercised (average $9.92 per share)
Cancelled
Outstanding at December 31,1991
Granted (average $20.13 per share)
Exercised (average $10.57 per share)
Cancelled
Outstanding at December 31,1992
Granted (average $32.81 per share)
Exercised (average $14.46 per share)
Cancelled
Outstanding at December 31,1993

Number of Shares
Under Option
1,207,176
27,500
(91,000)
(59,588)
1,084,088
230,400
(142,978)
(88,922)
1,082,588
536,100
(50,156)
(45,844)
1,522,688

As of December 31, 1993, options covering 734,048
shares are exercisable at $7.625 to $32.27 per share.

TABLE 4-7: CHANGES IN ADDITIONAL PAID-IN CAPITAL
Number of Companies
1993 1992 1991 1990
Credits
Common stock issued for;
Employee benefits...................
Business combinations............
Debt conversions/
extinguishments...................
Preferred stock conversions__
Public offerings..........................
Stock compensation tax benefits ..
Purchase or retirement of
capital stock..........................
Warrants issued or exercised.......
Other— Described......................
Charges
Purchase or retirement of
capital stock..........................
Treasury stock issued for
less than co st........................
Conversion of preferred stock.......
Stock issue cost........................
Other— Described......................

382
37

364
30

361
30

366
28

33
19
52
83

30
22
70
70

26
21
31
57

32
20
19
51

8
4
46

10
7
49

13
13
27

8
10
54

71

79

97

113

70
9
7
60

72
10
9
50

77
11
4
45

73
10
2
44
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NASHUA CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Shareholders’ E quity (In Part)
The following summarizes the changes in selected shareholders’ equity accounts for each of the three years in the period
ended December 3 1 , 1993:

(In thousands, except share data)
Balance, December 31,1990..........................
Stock options exercised and related
tax benefit..............................................
Translation adjustments and gains and losses
from certain inter-company balances..........
Purchase of treasury shares..........................
Balance, December 31,1991..........................
Stock options exercised and related
tax benefit...............................................
Translation adjustments and gains and losses
from certain inter-company balances..........
Purchase of treasury shares..........................
Reissuance of treasury shares......................
Retirement of treasury shares........................
Balance, December 31,1992..........................
Stock options exercised and related
tax benefit...............................................
Translation adjustments and gains and losses
from certain inter-company balances..........
Purchase of treasury shares..........................
Reissuance of treasury shares......................
Balance, December 31,1993..........................

Common Stock
Par Value
Shares
$6,675
6,674,699

Additional
Capital
$10,558

7

110

7,064
—

—

—

—

—

—

6,681,763

6,682

10,668

24,610

25

462

—

—
—
—

—
—
—
(372,683)
6,333,690

—
(373)
6,334

11,130

6,740

6

116

—

—

Cumulative
Translation
Adjustment
$(1,497)

—

(196)
—

(1.693)
—
(3.700)
—
—
—

(5.393)
—

—

—

—

(451)

—

—

—

—

—

—

—

—

6,340,430

S tock O ption and S tock Award Plans
The Company has three stock compensation plans at
December 31, 1993: the 1980 Stock Award Plan (1980
plan), the 1987 Stock Option Plan (1987 plan) and the 1993
Stock Incentive Plan (1993 plan). Awards can no longer be
granted under the 1980 plan. Awards under the 1987 plan
and 1993 plan are made at the discretion of the Executive
Salary Committee of the Board of Directors.
Stock options awarded under the 1980 plan which are
outstanding at December 31,1993, are currently exercisable
and expire on the tenth anniversary of the date of grant.
Under the 1987 plan, nonqualified stock options and
incentive stock options may be awarded. Stock options
under the 1987 plan become exercisable either (a) 50
percent on the first anniversary of grant, and the remainder
on the second anniversary of grant, (b) 100 percent at six
months from the date of grant, or (c) 100 percent at one
year from the date of grant. Nonqualified stock options
expire ten years and one day from the date of grant, and
incentive stock options expire ten years from the date
of grant.
Under the 1993 plan, non-statutory stock options and
incentive stock options may be awarded. Stock options
under the 1993 plan become exercisable either (a) 50
percent on the first anniversary of grant, and the remainder

$6,340

$11,246

Treasury Stock
Cost
Shares
(392,422)
$(14,840)

$(5,844)

—
(5,727)
(398,149)

““

—
(160)
(15,000)

—

—

—

—

(44)
510
372,683
(25,000)

(1)
14
14,188
(799)

—

—

—

—

(120)
530
(24,590)

(3)
17
(785)

on the second anniversary of grant, or (b) 100 percent at
one year from the date of grant. Non-statutory stock
options expire ten years and one day from the date of
grant, and incentive stock options expire ten years from
the date of grant.
In the event of a change of control, as defined in the
1987 plan and the 1993 plan, the option holder may, with
respect to stock option agreements which so provide,
have a lim ited right w ith respect to options under the plans
to elect to surrender the options and receive cash or
shares equal in value to the difference between the option
price and the larger of either the highest reported price
per share on the New York Stock Exchange during the
sixty-day period before the change in control or, if the
change in control is the result of certain defined trans
actions, the highest price per share paid in such defined
transactions.
Because the exercise price of all stock options awarded
under these plans has been equal to the quoted market
price of the Company’s common stock at date of grant,
no compensation expense has been recorded for these
awards.
A summary of the status of the Company’s stock option
plans follow:
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December 31,1990
Options granted
Options that became
exercisable
Options exercised
Options lapsed
and cancelled
December 31,1991
Options granted
Options that became
exercisable
Options exercised
Options lapsed
and cancelled
December 31,1992
Options granted
Options that became
exercisable
Options exercised
Options lapsed
and cancelled
December 31,1993

Outstanding
Options

Option Price
Per Share

Exercisable
Options

389,370
60,600

$ 5.13-38.38
25.50-34.63

339,920
—

32.75-34.63
9.56-31.63

59,400
(5,500)

(15,300) 28.38-38.38
429,170 $ 5.13-38.38
43,600
28.13

(11,900)
381,920
—

25.50-34.63
5.13-19.38

45,850
(24,646)

(52,734) 25.50-34.63
395,390 $11.81-38.38
113,800
25.75-30.25

(45,134)
357,990
—

25.50-34.63
11.81-25.50

25,350
(6,740)

(6,380) 25.75-34.63
496,070 $11.81-38.38

(2,900)
373,700

—

(5,500)

—

(24,646)

—

(6,740)

Purchase Method Acquisitions
THE ACTAVA GROUP INC.
C o n so lid a te d S tatem ents o f S h a re h o ld e rs’ E q u ity

Common Stock
Amount
Shares
Balance— January 1 ,1991...............
Net (loss) for the year...................
Cash dividends on Common Stock,
$.36 per share..........................
Common Stock issued under
employee stock options..............
Common Stock purchased
and other.................................
Balance— December 31,1991 ..........
Net income for the year...............
Cash dividends on Common Stock,
$.36 per share..........................
Common Stock issued under
employee stock options..............
Other, principally foreign currency
translation adjustment...............
Balance— December 31,1992 ..........
Net income for the year...............
Cash dividends on Common Stock,
$.36 per share..........................
Common Stock issued
from Treasury..........................
Other, principally foreign currency
translation adjustment...............
Balance— December 31,1993 ..........

Additional
Capital
$46,276
—

22,768
—

$22,768
—

—

—

—

—

—

(220)

—
22,768
—

—
22,768
—

306
46,362
—

—

—

—

—

—

—

—
22,768
—

—
22,768
—

—

—

—

—

—

22,768

—
$22,768

Retained
Earnings
(In thousands)
$344,622
(50,821)
(5,947)
—
—
287,854
11,599
(5,956)
—

—
46,362
—

(1.231)
292,266
(47,594)

—

(6,250)

(9,305)
(1)
$37,056

—

(2,088)
$236,334

Treasury Stock
Amount
Shares
6,254
—

$(122,136)
—

Total
$291,530
(50,821)
(5,947)

—

—

(30)

585

365

—
6,224
—

(2)
(121,553)
—

304
235,431
11,599

—

—

(5,956)

(1)

4

4

—
6,223
—

—
(121,549)
—

(1,231)
239,847
(47,594)

—

—

(6,250)

(1,090)

21,305

12,000

—
5,133

—
$(100,244)

(2,089)
$195,914
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from the purchase date. The issuance of additional pay
ments of cash or additional shares w ill not increase the
cost to DP; any subsequent issuance w ill only affect
the manner in which the total purchase price is recorded
for Actava. This transaction was accounted for using
the purchase method of accounting; accordingly, the
purchased assets and liabilities have been recorded at
their estimated fair value at the date of the acquisition.
The purchase price resulted in an excess of costs over net
assets acquired of approximately $11,417,000. The results
of operations of the acquired business have been
included in the consolidated financial statements since
the date of acquisition.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A cquisitions (In Part)
On June 8, 1993, the Company acquired substantially
all the assets of Diversified Products Corporation (“ DP” )
for a net purchase price consisting of $11,629,500, the
issuance of 1,090,909 shares of the Company’s Common
Stock valued at $12,000,000, and the assumption or pay
ment of certain liabilities including trade payables and
a revolving credit facility. The Company also entered into
an agreement which may provide the seller the right to
additional payments depending upon the value of the
issued shares over a period of not longer than one year

GTI CORPORATION
C o n so lid a te d S tatem ents o f S to c k h o ld e rs ’ In ve stm e n t

Three years ended December 31,1993

First
Series
Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Treasury
Stock

Cumulative
Translation
Adjustments

(Dollars In thousands, except share amounts)
Balance, December 31,1990...........................
Net income................................................
Issuance of 25,625 shares of Common Stock
under stock option plans..........................
Preferred Stock dividend.............................
Translation adjustment.................................
Balance, December 31,1991...........................
Net income................................................
Issuance of 125,850 shares of Common Stock
under stock option plans..........................
Preferred Stock dividend.............................
Translation adjustment.................................
Balance, December 31,1992...........................
Net income................................................
Issuance of 93,275 shares of Common Stock
under stock option plans..........................
Sale of 400,000 shares of Common Stock
issued from treasury shares in connection
with the purchase of 6.4% of Common Stock
of Valor Electronics, Inc.............................
Preferred Stock dividend.............................
Translation adjustment.................................
Balance, December 31,1993............................

$326
-

$24,487
-

$ 4,103
4,278

1

74
-

(283)

327
—

24,561
—

8,098
9,030

—
—
8,110
—

5
—
—
332
—

488
—
—
25,049
—

_
(284)
—
16,844
13,200

_

5

685

—

—
—
$337

8,535
—
—
$34,269

$8,110

8,110
—

_

—

$8,110

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in thousands, except per share)
Note 2 (In Part)

Acquisition of M inority Interest
Effective June 3 0 , 1993, the Company purchased 6.4% of
the outstanding capital stock of its subsidiary Valor Elec
tronics, Inc. from the Valor m inority shareholders, then
constituting 70% of the total Valor m inority shares, for an
aggregate purchase price of approximately $10,500 for
such shares or $64.38 per share. The purchase of the
Valor m inority shares was made in accordance with the
terms of an agreement which governed the disposition of
the approximately 9.2% of the outstanding capital stock
held by members of Valor’s management originally
entered into at the tim e of the Company’s 1990 acquisition

_

$(2,703)
-

$1,134

(2,703)
—

24
1,158
—

_
—
—
(2,703)
—

—
(310)
848
—

_

1,663
(284)

—

—

—

$29,760

$(1,040)

—

(512)
$ 336

of 90.8% of Valor. The acquisition was financed using the
net proceeds from a secondary public offering of 400,000
shares of Common Stock together with cash on hand. This
acquisition has been accounted for using the purchase
method of accounting and, accordingly, the purchase
price has been allocated to assets acquired and liabilities
assumed based on the estimated fair value of such assets
and liabilities at the date of acquisition. Based on the
term s and predetermined valuation form ula as defined in
the agreement, the total valuation of all the Valor m inority
shares (or 9.2% of the total capital stock of Valor) was
determined to be $15,071. Additional goodwill of $13,262
has been recorded representing the related acquisition
costs in excess of the net assets of Valor. The Company’s
consolidated financial statements have included the
results of operations of Valor since July 1 , 1990.
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TYSON FOODS. INC.
C o n so lid a te d S tatem ents O f S h a re h o ld e rs’ E q u ity

Three Years Ended October 2 , 1993
Balance— September 29,1990 ..............
Purchase of 56 treasury shares.........
Forfeiture of 29 restricted shares.......
Stock issued:
Employee stock plans...................
Exercise of options........................
Business acquisition.....................
2-for-1 stock split..........................
Conversion of Class B stock to
Class A stock...............................
Net income....................................
Amortization of
deferred compensation.................
Cash dividends paid:
($.030 per share, Class A;
$.025 per share, Class B)...............
Balance— September 28,1991 ..............
Purchase of 65 treasury shares.........
Forfeiture of 15 restricted shares.........
Stock issued upon exercise of options ..
Net income....................................
Amortization of
deferred compensation.................
Cash dividends paid:
($.040 per share, Class A;
$.033 per share, Class B)...............
Balance— October 3 ,1992 ...................
Purchase of 183 treasury shares.........
Forfeiture of 5 restricted shares.........
Stock issued:
Exercise of options........................
Business acquisitions ...................
Other .........................................
Net income....................................
Amortization of
deferred compensation.................
Cash dividends paid:
($.040 per share, Class A;
$.033 per share, Class B)...............
Balance— October 2 , 1993

Common Stock
Class A
Class B

Capital in
Unamortized
Excess of
Retained
Treasury
Deferred
Par Value
(In thousands, except per share data)
$171,021
$500,268
$(5,855)
$ (9,343)
—
—
—
(1,039)
—
—
(359)
359

$3,473
—
—

$3,424
—
—

65
—
—
3,474

—
_
—
3,424

2
—

(2)

—
—

—

—

—

_

7,014
—

13,431
552
1,432
—

___

6,846
—

186,436
—

—
—
—
(6,898)
—
145,498
—

(3,771)
635,097
—

—

—

—

—

—

_

962

—

—

—

—

—

—

—

___

___

_

7,014

6,846

187,398

160,534
—

(5,041)
790,590

—

—

—

—

—

—

—

—

—

—

954

—

—

—

—

—

—

—

—

_

_

$7,968

1,060
204,220
15
—

$6,846

$392,693

—
—
—

180,334
—

(5,431)
$965,493

—
556
793

—
—
—

—

—

—
—

—
—

—

___

(9,392)
(1.231)
(195)
1,069
—
—

___

(9,749)
(4,140)
(60)
2,582
—

8
—

1,986
___

(3,510)
—

195
—
—

Total
$ 662,988
(1,039)
—
13,496
1,108
2,225
—

—
145,498
1,986
(3,771)
822,491
(1,231)
—

2,031
160,534

1,405

1,405

_

(5,041)
980,189
(4,140)

(1.910)
—

60
—
—
—

—

_

3,642
205,174
23
180,334

—

955

955

_

_

(5,431)
$1,360,746

$(11,359)

$ (895)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): A cquisitions
On October 5 , 1992, the Company acquired Arctic Alaska
Fisheries Corporation (“ Arctic” ), a seafood company.
Additionally, on December 4 , 1992, the Company acquired
Brandywine Foods, Inc. (“ Brandywine” ), a poultry furtherprocessing company. The Company paid approximately
$43.4 m illion in cash for Arctic and Brandywine and issued
9,548,153 shares of Class A stock. The total cost of these
aquisitions was approximately $248.6 m illion and they
were accounted for as purchases. Accordingly, the pur
chase price was allocated to assets and liabilities based
on their estimated fair values as of the date of acquisition.
The cost in excess of net assets acquired is amortized
on a straight-line basis over forty years. The Company’s
consolidated results of operations include the operations
of Arctic and Brandywine since the acquisition dates. See
Note 7 of Notes to Consolidated Financial Statements for
contingencies.
The following unaudited pro form a inform ation shows
the results of the Company’s operations as though the
purchase of Arctic and Brandywine had been made at the
beginning of fiscal year 1992— sales of $4.4 billion, net
income of $155.8 m illion and earnings per share of $1.05.
The unaudited pro form a results are not necessarily
indicative of the actual results of operations that would
have occurred had the purchases actually been made at
the beginning of fiscal year 1992. Pro form a results for
1993 would be approximately the same as 1993 actual
results, since the acquisitions were made at or near the
beginning of fiscal 1993.

Common Stock Issued in Debt Conversion
CBS INC.
C onsolid ated S tatem ents O f
A d d itio n a l P aid-In C apital

Year ended December 31
1992
1991
1993

(Dollars In millions)
Balance at beginning of year
Exercise of stock options
and other items
Conversion of convertible
debentures (note 8)
Acquisition of Midwest
Reclassification of common stock
subject to redemption
Balance at end of year

$274.7

$277.7

$260.9

12.5

1.8

3.3

31.4
—

—
$318.6

—

9.5

(4.8)

—

—

$274.7

4.0
$277.7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. Long-Term Debt (D ollars in m illions)
During 1993, 1992 and 1991, debt was repurchased,
redeemed or converted as follows:

5% convertible debentures due 2002
9.03% mortgage due 1998
10⅞% senior notes due 1995
7.85% debentures due 2001

Year ended December 31
1992
1991
1993
—
$ 9.5
$390.5
—
—
24.0
—
$263.0
3.0
—
25.0
2.5
$414.5 $288.0 $15.0

In May 1993, the Company converted $389.6 of its 5%
convertible debentures Into 1,947,975 shares of its com
mon stock, issued from its treasury shares (note 12). The
difference between the amount of debt converted, net of
unamortized issue costs, and the average cost of the
treasury shares issued was credited to additional paid-in
capital. The remaining debentures of $.9 were redeemed.
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FLOW ERS INDUSTRIES, INC.
C o n so lid a te d S tate m en t O f C hanges In C om m on S to c k h o ld e rs ’ E q u ity

Common Stock
Number of
Par
shares
Value

Capital in
Excess of
Par Value

Retained
Earnings

Treasury Stock
Number of
Shares
Cost

(Amounts in thousands, except share data)
Balances at June 30,1990 .................................
35,418,880 $22,137
$ 4,735 $203,837
(994,173) $(14,943)
Stock issued in connection with
Performance Share Plan.................................
—
—
—
43
12,728
191
Exercise of employee stock options.....................
—
—
(60)
(92)
76,002
1,064
Purchase of treasury stock.................................
_
_
_
_
(1,037,919)
(13,499)
Net income for the year....................................
—
—
—
24,045
—
—
Stock issued into escrow in connection
with Restricted Stock Award............................
—
—
(20)
—
126,387
1,758
Dividends paid:
$.6550 per common share............................. .................. — ______ _________—
(22,180)________— _______ —
Balances at June 29,1991 .................................
35,418,880
22,137
4,655
205,653 (1,816,975) (25,429)
Stock issued for acquisitions.............................
—
—
396
—
257,188
3,604
Exercise of employee stock options.....................
—
—
(25)
—
16,943
237
Purchase of treasury stock.................................
_
_
_
_
(20,044)
(335)
Net income for the year....................................
—
—
—
31,665
—
—
Stock issued into escrow in connection
with Restricted Stock Award and
Executive Incentive Award...............................
—
—
315
—
478,908
6,705
Dividends paid:
$.6950 per common share............................. .................. — ______— _______ —
(23,649)_______ — _______—
Balances at June 27,1992 .................................
35,418,880
22,137
5,341
213,669 (1,083,980) (15,218)
Conversion of Convertible
Subordinated Debentures...............................
2,923,195
1,827
44,529
—
—
—
Stock issued for acquisition...............................
—
—
189
—
118,317
1,926
Exercise of employee stock options.....................
—
—
(20)
—
112,116
71
Purchase of treasury stock.................................
—
—
5
—
(9,629)
(191)
Net income for the year....................................
—
—
—
39,161
—
—
Stock issued into escrow in connection
with Restricted Stock Award and
Executive Incentive Award...............................
—
—
903
—
278,534
3,911
Exercise of Restricted Stock Award and
Executive Incentive Award...............................
—
—
236
—
(58,838)
(1,076)
Dividends paid:
$.7350 per common share............................. .................._________________ —
(27,623)________ — _______ —
Balances at July 3 ,1993 ..................................
38,342,075 $23,964
$51,183 $225,207
(643,480) $(10,577)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Long-Term Debt

Convertible Subordinated Debentures
On July 17,1992, the Company issued a call for redemp
tion of the 8.25% Convertible Subordinated Debentures
to take place on August 19, 1992. O f the $47,241,000
debentures outstanding, $46,772,000, or 99% , were con
verted into the Company’s common stock at $16 per share
or 62.5 common shares for each $1,000 face amount
of debentures. This conversion resulted in the issuance of
2,923,195 common shares.

Restricted
Stock
Award and
Executive
Incentive
Award

$ (706)

(706)

(6,957)

(7,663)

(2,947)
987

$(9,623)
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LITTON INDUSTRIES, INC.
C o n s o lid a te d Statem ents o f S h a re h o ld e rs’ In ve stm e n t

(Thousands of dollars)
Balance at July 31,1990 .............................
Net earnings...........................................
Cash dividends on Preferred— Series B
($2.00 per share).................................
Purchase of Common stock......................
Exercise of employee stock options............
Currency translation adjustment...............
Balance at July 31,1991.............................
Net earnings...........................................
Cash dividends on Preferred— Series B
($2.00 per share).................................
Purchase of Common stock......................
Exercise of employee stock options............
Currency translation adjustment...............
Balance at July 31,1992 .............................
Net earnings...........................................
Cash dividends on Preferred— Series B
($2.00 per share).................................
Purchase of Common stock......................
Exercise of employee stock options............
Conversion of zero coupon
convertible subordinated notes...............
Currency translation adjustment ...............
Balance at July 31,1993 .............................

Total
Shareholders’
Investment
$1,300,098
63,503
(821)
(223,245)
23,108
(5,574)
1,157,069
174,437
(821)
(1.458)
31,163
3,671
1,364,061
65,186
(821)
(90,957)
31,900
312,587
(18,238)
$1,663,718

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note C (In Part): Cash and M arketable Securities,
D ebt and Interest
The balances of Convertible Subordinated Notes and
Other Subordinated Debt were as follows:

(Thousands of dollars)
Subordinated Debentures
Due 2005
Zero Coupon Convertible Subordinated
Notes Due 2010

July 31
1993

1992

$435,805

$435,805

$435,805

299,774
$735,579

On June 2 8 , 1993, the Company called for redemption its
zero coupon convertible subordinated notes due 2010.
The notes were convertible into 6.126 shares of Litton
Common stock per $1,000 principal amount of the notes.
At July 3 1 ,1993, substantially all of the notes outstanding
had been converted into 6,114,401 shares of Litton Com
mon stock and the remainder had been settled for cash.
This transaction resulted in an increase to Shareholders’
Investment of $312.6 m illion.

Capital Stock
Preferred
Common
Series B
Par
Par Value $5
Value $1
$2,053
$44,759
—
—
—

—
—
—

—

(5,739)
638
—

2,053
—

39,658

—
—
—

—
(32)
829

—

2,053
—

—
—
—

—
—

$2,053

—

—

40,455
—

—

Additional
Paid-in
Capital
$389,496
—

—
(52,384)
22,470
—

—

765,860
174,437

—
(1,229)
30,334

(821)
(197)

—

388,687
—

—

(20,149)
31,180

6,114

306,473

$45,520

(821)
(165,122)
—

359,582
—

(1,769)
720

—

Retained
Earnings
$868,300
63,503

—

$706,191

—
—

939,279
65,186
(821)
(69,039)

Cumulative
Currency
Translation
Adjustment
$ (4,510)

—
—
—

(5,574)
(10,084)
_
—
—
—

3,671
(6,413)
—

—
—

—

—
—

$934,605

—

(18,238)
$(24,651)
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Public Offerings
CINCINNATI MILACRON INC.
C o n so lid a te d S tatem ent O f C hanges In S h a re h o ld e rs’ E q u ity

Fiscal year ends on Saturday closest to December 31.

4%
Cumulative
Preferred
Shares

Common
Shares,
$1 Par Value

Capital in
Excess of
Par Value

Balance at year-end 1990 .............................................
Stock options exercised and restricted stock
awarded fo r 68,357 com m on sha res.......................
Net loss fo r the y e a r......................................................
Cash dividends
Preferred shares ($4.00 per s h a re ).........................
Common shares ($.63 per s h a re )...........................
Foreign currency translation adjustm ents..................

$6.0

$27.3

$139.4

—
—

.1
—

.9
—

—
—
—

—

—
—
—

Balance at year-end 1 9 9 1 .............................................
Stock options exercised and restricted stock
awarded fo r 91,628 com m on sh a re s.......................
Sale of 42,640 treasury sha res....................................
Net earnings fo r the y e a r .............................................
Cash dividends
Preferred shares ($4.00 per s h a re ).........................
Common shares ($.36 per s h a re )...........................
Foreign currency translation adjustm ents..................

6.0

Balance at year-end 1992 .............................................
Issuance of 5,175,000 com m on shares
in public o ffe rin g .........................................................
Stock options exercised and restricted stock
awarded fo r 854,918 com m on sh a re s.....................
Net purchase of 3,967 treasury sh a re s .......................
Net loss fo r the y e a r.......................................................
Cash dividends
Preferred shares ($4.00 per s h a re ).........................
Common shares ($.36 per s h a re )...........................
Foreign currency translation adjustm ents..................

6.0

27.5

143.3

—

5.2

95.4

.8
—
—

12.8
(.2)
—

—
—
—

—
—

Balance at year-end 1993 .............................................

$6.0

(In m illions, except share amounts)

—
—
27.4

140.3

—
—
—

.1
—

2.4
.6

—

—

—

—

—

—
—

—
—

—
—

—

—
—
—
—
—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Shareholders’ E quity (In Part)
On April 15,1993, the company completed the issuance of
an additional 5.175 m illion common shares through a
public offering, resulting in net proceeds (after deducting
issuance costs) of $100.6 m illion. The proceeds of the
offering were used to redeem $60.0 m illion of the com
pany’s 12% Sinking Fund Debentures due 2010 and to
repay borrowings under revolving lines of credit and other
bank debt. The redemption of the 12% Sinking Fund
Debentures due 2010 effective May 17,1993 resulted in a
pretax extraordinary loss on early extinguishm ent of debt
of $5.2 m illion ($4.4 m illion after tax) in the second quarter.
The pretax extraordinary loss included a cash call
premium of $4.7 m illion and the w rite-off of deferred
financing fees of $.5 m illion.

$33.5

—
$251.3

Reinvested
Earnings
(Accumulated
Deficit)
$

68.9
—
(100.2)

Cumulative
Foreign
Currency
Translation
Adjustments
$

6.1
—
—

Total
Shareholders’
Equity
$ 247.7
1.0
(100.2)

(.2)
(17.3)
—

—
—
(2.0)

(.2)
(17.3)
(2.0)

(48.8)

4.1

129.0

—
—
21.5

—

2.5
.6
21.5

( .2)
(10.0)
—

—

—
(9.0)

(.2)
(10.0)
(9.0)

(37.5)

(4.9)

134.4

—

100.6

—
—
—

13.6
(.2)
(101.9)

—
—
—
(101.9)

—
—

( .2)
(11.6)
—

—
—
(10.6)

$ (151.2)

$ (15.5)

(.2)
(11.6)
(10.6)
$ 124.1
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THE LOUISIANA LAND AND EXPLORATION COMPANY
C o n so lid a te d S tatem ents O f S to c k h o ld e rs ’ E q u ity

Years ended December 31,1993,1992 and 1991
Additional
Paid-in
Capital

Retained
Earnings

Loans to
ESOP
(Note 8)

Treasury Stock
Number Of
Cost
Shares

(Millions of dollars, except per share data)
Balance at December 31,1990............................
Net earnings....................................................
Cash dividends ($1.00 per share)........................
Repayment of loans to ESOP.............................
Other ..............................................................
Balance at December 31,1991............................
Net loss...........................................................
Cash dividends ($1.00 per share)........................
Repayment of loans to ESOP.............................
Other ..............................................................
Balance at December 31,1992............................
Net earnings....................................................
Sale of treasury stock........................................
Cash dividends ($1.00 per share)........................
Repayment of loans to ESOP.............................
Purchase of treasury stock.................................
Other..............................................................
Balance at December 31,1993............................

...............
...............
................
...............
...............
...............
................
...............
................
...............
...............
................
................
................
................
................
................
................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Capital Stock, Options and Rights

In November 1993, the Company completed a public
offering of 4.4 million shares of capital stock at a price of
$44.625 per share. The capital stock was taken from the
Company’s treasury at an average cost of $33.125 per share.
The excess of net proceeds over the cost of treasury stock
issued was credited to additional paid-in capital. The net
proceeds of the offering, after underwriting commissions
and expenses, were approximately $188.8 million.

$40.7
—
—
—
.6
41.3
—
—
—
.2
41.5
—
40.7
—
—
—
.7
$82.9

$747.0
20.9
(28.3)
—
—
739.6
(6.8)
(28.3)
—
—
704.5
9.6
—
(29.8)
—
—
.1
$684.4

$(17.4)
—
—
2.6
—
(14.8)
—
—
3.0
—
(11.8)
—
—
—
3.0
—
—
$ (8.8)

9,802,002
—
—
—
(83,977)
9,718,025
—
—
—
(61,858)
9,656,167
—
(4,400,000)
—
—
40,247
(464,840)
4,831,574

$(327.3)

—
—
—
2.0
(325.3)
—
—
—
2.0
(323.3)
—
148.1
—
—
(1.5)
12.3
$(164.4)

456

Section 4: Stockholders’ Equity

WESTERN DIGITAL CORPORATION
C o n s o lid a te d S tatem ents o f S h a re h o ld e rs’ E q u ity

Three years ended June 30,1993

Retained
Earnings
(Accumulated
Deficit)

Common Stock
Shares
Amount

Additional
Paid-in
Capital

$2,921
—

$164,839
7

___

(12,271)

_
—
2,921
—
—
2,921
38
575
—
$3,534

4,500
—
157,075
15
—
157,090
1,373
41,815
—
$200,278

ESOP
Note

Total
Shareholders’
Equity

$ 159,277
—

$(4,995)
—

$ 322,042
7

_

4,995

(7,276)

_

4,500
(134,171)
185,102
15
(72,860)
112,257
1,411
42,390
(25,108)
$ 130,950

(In thousands)
Balance at June 30,1990.........................................
Exercise of stock options and warrants......................
Assumption of ESOP notes payable by the Company,
net of repayment..................................................
Warrants issued in conjunction with bank
debt restructuring................................................
Net loss.................................................................
Balance at June 30,1991 .........................................
Exercise of stock options and warrants......................
Net loss..................................................................
Balance at June 30,1992.........................................
Exercise of stock options and warrants......................
Common stock offering, net (Note 8) ..........................
Net loss..................................................................
Balance at June 30,1993.........................................

..

29,207
1

_
..

..

..

—
29,208
4
—
29,212
376
5,750
—
35,338

Note 8 (In Part): Shareholders’ E quity

Common Stock Offering
In February 1993, the Company issued 5,750,000 shares
of its common stock at $8.00 per share in a public common
stock offering. Proceeds from the offering, net of commis
sions and other related expenses totaling $3.6 m illion,
were $42.4 m illion. The proceeds were used to reduce the
Company’s outstanding indebtedness (see Note 5).

_
(134,171)
25,106
—
(72,860)
(47,754)
—
—
(25,108)
$ (72,862)

—

$

—
—
—
—
—
—
—
-
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Income Tax Benefit From Issuance
Of Stock To Employees
EKCO GROUP, INC.
C onsolid ated S tatem ents O f S to ckh o ld e rs’ E quity

(Amounts in thousands)
Balance, December 30,1990 (Restated)............
Shares issued under employee common
stock purchase and option plans...................
Income tax reductions relating to stock plans ...
Purchase of treasury stock.............................
Treasury shares issued upon preferred
stock conversions ......................................
Net income for the year..................................
Foreign currency translation adjustment............
Unearned compensation relating to common
stock purchases by employee stock
ownership plan...........................................
Amortization of unearned compensation............
Pension-liability adjustment.............................
Balance, December 29,1991 ............................
Shares issued under employee common stock
purchase and option plans............................
Stock issued under restricted common
stock purchase plans..................................
Shares issued upon preferred stock conversion ..
Income tax reductions relating to stock plans ...
Treasury shares issued for acquisition ..............
Treasury shares issued for cash......................
Purchase of treasury stock.............................
Net income for the year..................................
Foreign currency translation adjustment............
Amortization of unearned compensation............
Pension liability adjustment.............................
Balance, January 3 , 1993 ...............................
Shares issued under employee common
stock purchase and option plans...................
Net shares issued under restricted common
stock purchase plans..................................
Shares issued upon preferred stock conversions ...
Treasury shares issued for acquisition ..............
Income tax reductions relating to stock plans ...
Net loss for the year......................................
Foreign currency translation adjustment............
Amortization of unearned compensation............
Pension liability adjustment.............................
Balance, January 2 , 1994 ...............................

Shares
14,500

Common
stock, par
value $.01
$145

Capital in
excess of
par value
$ 79,304

Cumulative
translation
adjustment
$1,662

Retained
earnings
$ 2,196

179
—
(22)

1
—
—

495
191
(99)

—
—
—

—
—
—

19
—
—

—
—
—

69
—
—

—
—
14

—
5,894
—

—
—
—
1,676

—
—
—
8,090

—
—
—
14,676

—
—
—
146

—
—
—
79,960

326

3

1,177

37
59
—
1,175
882
(7)
—
—
—
—
17,148

—
1
—
12
9
—
—
—
—
—
171

417
214
795
6,588
7,578
(78)
—
—
—
—
96,651

89

1

594

—

—

13
110
6,516
318
—
—
—
—
$104,202

—

—

—

—

11
31
565
—

—
—
—
—
17,844

—
—

6
—
—
—
—
—
$178

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Stockholders’ Equity

Restricted-Stock Purchase Plans
Under the Company’s restricted stock purchase plans,
the Company may offer to sell shares of common stock to
employees of the Company and its subsidiaries at a price
per share of not less than par value ($.01) and not more
than 10% of market value on the date the offer is approved,
and on such other term s as deemed appropriate. Shares

—
—
—
—
—
—
—
—
(582)
—
—
1,094

—
—
—
(3)
—
—
$1,091

—
—
—
—
—
—
—
8,647
—
—
—
16,737

—
—
(988)
—
—
—
$15,749

Unearned
compensation
$(2,943)

Pension
liability
adjustment
$ (314)

—
—
—

—
—
—

—

—
—
—

—
—
(469)
469
—
(2,943)
—
(413)
—
—
—
—
—
—
—
473
—
(2,883)
—
(12)
—
—
—
—
—
443
—
$(2,452)

—
—
226
(88)
—
—
—
—
—
—
—
—
—
—
(1,115)
(1,203)
—
—

—
—

—
—
—
—
(701)
$(1,904)

are awarded in the name of the employee, who has all
rights of a stockholder, subject to certain restrictions’ or
provisions for forfeiture. Restrictions on the disposition of
shares for the shares purchased prior to January 2 , 1994,
expire annually over a period not to exceed five years.
Common stock reserved for future grants aggregated
951,500 shares at January 2, 1994. The following table
summarizes the activity of the restricted stock purchase
plans during the respective fiscal years (fair market deter
mined at date of purchase).
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(Amounts in thousands)
Unvested shares outstanding, beginning of year
Shares issued
Shares repurchased
Shares vested
Unvested shares outstanding, end of year

Fiscal 1993
Number
Fair
of market
shares
value
291
$988
25
306
(14)
(171)
(125)
(347)
177
$776

The difference between the issue price and the fair market
value of the shares at the date of issuance is accounted for
as unearned compensation and amortized to expense
over the lapsing of restrictions. During Fiscal 1993, Fiscal
1992 and Fiscal 1991, unearned compensation charged to
operations was $307,000, $332,000 and $333,000, respec
tively. To the extent the amount deductible for income
taxes exceeds the amount charged to operations for finan
cial statement purposes, the related tax benefits are
credited to additional paid-capital when realized.
TOYS“ R ” US, INC.
C onsolid ated S tatem ents O f S to ckh o ld e rs’ E q u ity

Common Stock
Issued
In Treasury

(In thousands)
Balance, February 2 , 1991 ...........................................
Net earnings for the year.............................................
Exercise of stock options (1,640 Treasury shares)............
Tax benefit from exercise of stock options......................
Balance, February 1 ,1992 ...........................................
Net earnings for the year.............................................
Share repurchase program (708 Treasury shares)............
Exercise of stock options (4,479 Treasury shares)............
Tax benefit from exercise of stock options......................
Balance, January 30,1993 ...........................................
Net earnings for the year.............................................
Share repurchase program (4,940 Treasury shares)..........
Exercise of stock options (1,394 Treasury shares)............
Tax benefit from exercise of stock options......................
Balance, January 29,1994 ...........................................

Shares
297,938
—

—

—

—

—
297,938

—

—

—

—

—

—
29,794

—

—

—

—

—

—

—
297,938

S tock O ptions (In Part)
The Company has Stock Option Plans (the “ Plans” ),
including a new plan subject to shareholder approval,
which provide for the granting of options to purchase the
Company’s common stock to substantially all employees
and non-employee directors of the Company. The Plans
provide for the issuance of non-qualified options, incentive
stock options, performance share options, performance
units, stock appreciation rights, restricted shares and
unrestricted shares. The m ajority of the options become
exercisable four years and nine months from the date of
grant. Certain non-qualified options become exercisable

—
29,794

—

—
297,938

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Amount
$29,794

—
$29,794

Amount
$(129,340)
—

1,623
—
(127,717)
—

(27,244)
4,524
—
(150,437)
—

(183,233)
41,312
—

$(292,358)

Additional
paid-in
capital
$353,924
—

15,259
15,620
384,803
—
—

35,301
45,390
465,494
—
—

(21,464)
10,031
$454,061

Retained
earnings
$1,752,800
339,529
—

—
2,092,329
437,524
—
—

—
2,529,853
482,953
—
—

—
$3,012,806

nine years from the date of grant, however the exercise
date of all or a portion of such options may be accelerated
if the price of the Company’s common stock reaches certain
target amounts. The options granted to non-employee
directors are exercisable 20% each year on a cum ulative
basis commencing one year from the date of grant.

The exercise of non-qualified stock options results in
state and federal income tax benefits to the Company
related to the difference between the market price at the
date of exercise and the option price. During 1993, 1992
and 1991, $10,031,000, $45,390,000 and $15,620,000, res
pectively, was credited to additional paid-in capital.
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Treasury Stock Transactions
BAUSCH & LOMB INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Shareholders’ E quity
At December 2 5 , 1993,10,000 shares of 4% Cumulative Preferred stock, 25,000,000 shares of Class A Preferred stock,
15,000,000 shares of Class B stock, and 200,000,000 shares of Common stock were authorized. The Company issues
treasury shares to fu lfill its obligations under the stock option plans. The difference between the cost of treasury shares
issued and the option price is charged to capital in excess of par value. Changes in Common and Class B stock, capital
in excess of par value, and treasury stock are summarized below;

Balance at December 29,1990 .................................
Two-for-one stock split.............................................
Shares issued under stock option plans
and restricted stock awards..................................
Repurchase of Common and Class B stock................
Balance at December 28,1991 .................................
Shares issued under stock option plans
and restricted stock awards..................................
Repurchase of Common and Class B stock................
Balance at December 26,1992 .................................
Shares issued under stock option plans
and restricted stock awards..................................
Repurchase of Common and Class B stock...............
Balance at December 25,1993 .................................

Treasury
Amount
Shares
$44,609
789
—
757

.........
.........

Common And Class B
Amount
Shares
$14,392
30,377
9,737
30,410

capital In Excess
Of Par Value
$83,943
(9,737)

.........
.........
.........

124
—
60,911

7
—
24,136

271
—
74,477

(382)
265
1,429

(22,314)
17,910
40,205

.........
.........
.........

179
—
61,090

14
—
24,150

14,611
—
89,088

(411)
628
1,646

(7,139)
30,497
63,563

.........
.........
.........

45
—
61,135

4
—
$24,154

(987)
—
$88,101

(217)
587
2,016

(8,648)
28,753
$83,668

Amounts in thousands
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TYCO LABORATORIES, INC.
C onsolid ated S tatem ent O f S hareholders’ E quity

For the Three Years Ended June 30,1993
Balance at June 30,1990 ...............................................................
Net income.................................................................................
Dividends.................................................................................
Issuance of treasury stock to purchase Wormald.............................
Issuance of stock warrants to purchase Wormald.............................
Restricted stock grants, cancellations tax benefits and other.............
Currency translation adjustment..................................................
Amortization of deferred compensation...........................................
Balance at June 30,1991 ...............................................................
Net income.................................................................................
Dividends..................................................................................
Restricted stock grants, cancellations, tax benefits and other............
Currency translation adjustment...................................................
Amortization of deferred compensation...........................................
Balance at June 30,1992 ...............................................................
Net income.................................................................................
Dividends..................................................................................
Restricted stock grants, cancellations, tax benefits and other............
Purchase of treasury stock..........................................................
Currency translation adjustment...................................................
Amortization of deferred compensation...........................................
Balance at June 30,1993 ...............................................................

Common
Stock, $.50
Par Value
$21,018
—
—

2,500
—

9
—
—

23,527
—
—

(24)
—

23,503
—
—

(82)
(260)
—
—

$23,161

Capital in
Currency
Excess of
Translation
Par Value
Adjustment
(In thousands)
$120,095
$ 8,738
—
—
—
—
—
207,500
—
35,000
—
3,820
—
(51,089)
—
4,213
370,628
(42,351)
—
—
—
—
—
2,974
—
50,086
4,032
—
377,634
7,735
—
—
—

3,015
(16,705)
—

2,334
$366,278

—
—
—

(92,431)
—

$(84,696)

Retained
Earnings
$452,330
117,485
(16,468)
—
—
—
—
—

553,347
95,266
(16,934)
—

—
—

631,679
1,340
(18,052)
—

—
—
—

$614,967

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
C apital Stock (In Part)
In August 1992, the Company repurchased 520,000 shares of its common stock from its form er Chairman of the Board for
an aggregate purchase price of $17.0 m illion. The total cost of reacquired shares at June 3 0 , 1993 and 1992 was $70.1
m illion and $53.3 m illion, respectively.
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Additional Paid-in Capital

Unamortized Restricted Stock Compensation
H.B. FULLER COMPANY
C onsolid ated S tatem ents O f S to ckh o ld e rs’ E q u ity

Years Ended November 30, 1993,1992 and 1991

Preferred
Stock

Common
Stock

$306
—
—
—
—

$ 9,014
136
(12)
—

Additional
Paid-in
Capital

Retained
Earnings

Foreign
Currency
Translation
Adjustment

Unearned
Compensation
Restricted
Stock

(Dollars in thousands, except share amounts)
Balance at November 30,1990 ..........................
Stock options exercised....................................
Retirement of common stock............................
Tax benefit from exercise of stock options..............
Net earnings— 1991.........................................
Dividends paid:
Preferred: $0.33 per share.............................
Common: $0.41 per share.............................
Change in foreign currency translation...............
Balances at November 30,1991 ........................
Stock options exercised....................................
Retirement of common stock............................
Tax benefit from exercise of stock options..............
Net earnings— 1992 .........................................
Common stock dividend..................................
Dividends paid:
Preferred: $0.33 per share.............................
Common: $0.46 per share.............................
Change in foreign currency translation...............
Balances at November 30,1992 ........................
Stock options exercised....................................
Retirement of common stock............................
Tax benefit from exercise of stock options..............
Net earnings— 1993 .........................................
Dividends paid:
Preferred: $0.33 per share.............................
Common: $0.54 per share.............................
Change in foreign currency translation...............
Unamortized restricted stock compensation.........
Balances at November 30,1993 ........................

$10,021
2,095
(14)
469

—

—

—
—

—
—

—
—

—

—

—

306
—
—
—
—
—

9,138
94
(5)
—
4,598

12,571
1,498
(9)
714
—
—

—

—

—

—

—

—

—
306
—
—

—
13,825
76
(39)

—

14,774
809
(44)
142

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

$306

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share am ounts)
14 (In Part): Stockholders’ Equity

1992 Stock Incentive Plan
Under the 1992 Stock Incentive Plan a total of 900,000
shares of the Company’s common stock are available for
the granting of awards during a period of up to ten years
from April 16,1992. The Stock Incentive Plan permits the
granting of (a) stock options; (b) stock appreciation rights;
(c) restricted stock and restricted stock units; (d) perfor
mance awards; (e) dividend equivalents; and (f) other
awards valued in whole or in part by reference to or other
wise based upon the Company’s stock.

36
$13,898

1,227
$16,908

—

$168,091
—
(494)
—
27,687

$9,759
—
—
—
—

—

(15)
(5,583)

—

—

—

—

—

189,686
—
(195)
35,622
(4,598)
(15)
(6,404)
—

214,096
—

(1,419)
—

9,984
(15)
(7,498)
—
—

$215,148

(2,410)
7,349
—
—
—
—
—

—
—

—

—

—
—
—
—
—

—

—

—

—

—

4,690
12,039

—
—

—

—

—

—

—

—

—

—

—

—

—

—

(7,682)
—

$4,357

—

$(1,221)
$(1,221)

For Fiscal 1993 a total of 36,075 restricted shares of the
Com pany’s common stock were granted to certain
employees. The market value of shares awarded $1,263
has been recorded as unearned com pensation-restricted
stock and is shown as a separate component of stock
holders’ equity. Unearned compensation is being amortized
to expense over the ten year vesting period and amounted
to $42 in Fiscal 1993.
For Fiscal 1993 a total of 28,775 restricted share units of
the Company’s common stock were allocated to certain
employees. The market value of units allocated $1,007 is
being treated as a common stock equivalent over the ten
year vesting period.
At November 3 0 , 1993, 835,150 shares remained avail
able for future grants or allocations.
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Change In Par Value
BRIGGS & STRATTON CORPORATION
C o n so lid a te d S tatem ents o f S h a re h o ld e rs’ In ve stm e n t

For the years ended June 2 7 ,1993, and June 3 0 , 1992 and 1991

Balances July 1 ,1990...............................................
Net Income.........................................................
Cash Dividends Paid ($1.60 per share).....................
Currency Translation Adjustments............................
Balances June 30,1991 ...........................................
Net Income.........................................................
Cash Dividends Paid ($1.60 per share).....................
Currency Translation Adjustments............................
Balances June 30,1992 ...........................................
Net Income.........................................................
Cash Dividends Paid ($1.70 per share).....................
Reduction of Par Value.........................................
Purchase of Common Stock for Treasury.................
Proceeds from Exercise of Stock Options.................
Currency Translation Adjustments............................
Loss on Foreign Subsidiary....................................
Balances June 27,1993 ...........................................

..............
..............
..............

............
..............
..............
..............

............
............
..............
..............

Common
Stock
$43,391,000
—
—
—
43,391,000
—
—
—
43,391,000
—
—
(43,246,000)
—
—
—
—
$
145,000

Additional
Paid-In
Capital
$

—
—
—
—
—
—
—
—
—
—
43,246,000
(463,000)
100,000
—
—
$42,883,000

Retained
Earnings
$230,818,000
36,453,000
(23,142,000)
—
244,129,000
51,503,000
(23,142,000)
—

272,490,000
70,345,000
(24,588,000)
—
—
—
—
—
$318,247,000

Cumulative
Translation
Adjustments
$(2,826,000)
—
21,000
(2,805,000)
—
(672,000)
(3,477,000)
—
—
—
—
—
(1,340,000)
3,500,000
$(1,317,000)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11. R ecapitalization
In October, 1992, the Company was reincorporated in the State of W isconsin. As part of this reincorporation, each out
standing share of the old Delaware Corporation $3.00 par value common stock was converted autom atically to one share
of the new W isconsin Corporation $.01 par value common stock. This change resulted in the transfer of $43,246,000 from
the common stock account to the additional paid-in capital account.
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Additional Paid-In Capital

LEGGETT & PLATT, INCORPORATED
C o n so lid a te d S tatem ents o f C hanges in S h a re h o ld e rs’ E q u ity

(Dollar amounts in millions, except per share data)
Balances— January 1 ,1991.................................
Treasury stock sold...........................................
Treasury stock purchased..................................
Tax benefit related to stock options......................
Translation adjustment........................................
Net earnings for the year....................................
Cash dividends declared ($.43 per share)..............
Balances— December 31,1991............................
Common stock issued (1,629,297 shares)..............
Treasury stock sold...........................................
Treasury stock purchased...................................
Tax benefit related to stock options......................
Additional shares issued in two-for-one stock split
effected in the form of a stock dividend
June 15,1992 (18,932,239 shares)...................
Translation adjustment........................................
Retained earnings of pooled company
at date of acquisition......................................
Net earnings for the year....................................
Cash dividends declared ($.46 per share)..............
Balances— December 31,1992 ............................
Common stock issued (376,314 shares)...............
Treasury stock sold...........................................
Treasury stock purchased..................................
Change in par value of common stock.................
Tax benefit related to stock options......................
Translation adjustment........................................
Net earnings for the year....................................
Cash dividends declared ($.54 per share)
Balances— December 31,1993 ............................

Common
Stock
$19.4
—
—
—
—
—
—
19.4
1.6
—
—
—
18.9
—
—

—
—
39.9
.2
—
—
(39.7)
—
—
—
—

$

.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
F (In Part): C apital Stock

On May 1 2 , 1993 the Company’s shareholders approved
an amendment to the Company’s Restated Articles of
Incorporation increasing authorized Common Stock to
300,000,000 shares from 100,000,000 shares and reducing
the par value of Common Stock to $.01 from $1.00. The
amendment provided that the stated capital of the Company
would not be affected as of the date of the amendment.
Accordingly, stated capital of the Company exceeds the
amount reported as common stock in the financial state
ments by approximately $39.0.

Additional
Contributed
Capital
$ 40.5
.3
—
.1
—
—

—
40.9
47.3
.1
—
1.2
(18.9)
—
—
—
—
70.6
6.2
(.3)
—
39.7
1.1
—
—
—

$117.3

Retained
Earnings
$262.7
—
—
—
—
40.0
(15.2)
287.5
—

Cumulative
Translation
Adjustment
$ .6
—
—
—
.2
—
—
.8
—

—

—

—

—

—

—

—
—
.6
65.4
(17.3)
336.2
—
—
—
—
—
—
85.9
(21.1)
$401.0

Treasury Stock
Cost
Shares
$(6.8)
279,305
(207,126)
5.1
18,518
(.6)
—
—
—
—
—
—
—
—
90,697
(2.3)
—
—
(149,000)
4.0
187,824
(6.0)
—
—

—
(1.6)

—
—

—
—
—
(.8)
—
—
—
—
—
(2.0)

—
—
—
(4.3)
—
5.6
(1.6)
—
—
—

—

—

—

—

$(2.8)

$ (.3)

6,675
—
—
—
—
136,196
—
(168,745)
40,127
—
—
—
—
—

7,578
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Warrant Transactions
SCHERING-PLOUGH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Shareholders’ E quity (In Part)

A summary of activity in common shares, paid-in capital and treasury shares follows (number of shares in thousands);

Balance at January 1 , 1991 .....................................................
Shares issued under stock incentive plans...............................
Common shares retired.........................................................
Issuance of warrants............................................................
Purchase of treasury shares..................................................
Balance at December 31,1991 ................................................
Shares issued under stock incentive plans...............................
Purchase of treasury shares..................................................
Balance at December 31,1992 ................................................
Shares Issued under stock Incentive plans...............................
Warrant transactions............................................................
Purchase of treasury shares..................................................
Balance at December 31,1993 ................................................

..........................

.................

..........................
..........................
..........................

.................

..........................
..........................

.................
............

..........................
..........................

Common
Shares
$261.5
—
(10.0)
—
251.5
—
—
251.5
—
—
—
$251.5

Paid-in
Capital
$ 17.3
22.1
(29.0)
10.4
—
20.8
26.7
—
47.5
41.8
(8.4)
$ 80.9

Treasury Shares
Number
Amount
39,457
$ 945.0
(802)
(5.0)
—
—

11,039
49,694
(791)
3,062
51,965
(990)
—
6,953
57,928

—

547.4
1,487.4
(2.8)
171.0
1,655.6
(4.0)
—
418.3
$2,069.9

During 1991, the Company received and retired 10 m illion shares of common stock in exchange for zero-coupon notes and
warrants. The warrants, exercisable during a 90-day period ending on November 2 2 , 1996, entitle their holders to purchase
up to 8.5 m illion shares of common stock at an exercise price of $97.33 per share. In February 1993, the Company entered
into a transaction that effectively elim inated, for financial reporting purposes, its obligation for warrants covering 3.4 m illion
common shares. The net cost of this transaction was $8.4. In December 1993, pursuant to certain rights provided by the
agreement, warrants covering 2.6 m illion shares were surrendered in exchange for $7.0. Also during 1993, the Company
entered into an option-type contract that reduces its exposure under warrants that remain outstanding at December 31,
1993, covering 2.5 m illion shares.
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Repurchase Of Unexercised Option Shares
DIGITAL EQUIPM ENT CORPORATION
C onsolid ated S tatem ents o f S to ckh o ld e rs’ E q u ity

(In thousands)
June 30,1990 .................................................... ...

Purchase of 3,700,000 shares of treasury stock.......
Shares issued under stock plans............................
Restricted stock plans, charge to operations............
Tax benefits related to stock plans..........................
Net loss— 1991..................................................
June 29,1991 .................................................... ...
Purchase of 3,014,083 shares of treasury stock.......
Shares issued under stock plans............................
Restricted stock plans, charge to operations............
Net loss— 1992....................................................
June 27,1992..................................................... ...
Shares issued under stock plans............................
Restricted stock plans, charge to operations............
Repurchase unexercised option shares...................
Net loss— 1993....................................................
July 3 , 1993 ....................................................... ...

Common
Stock
$130,008
—
—
—
—
—

$130,008
—
—

—
—
$130,008
5,482
—
—
—

$135,490

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note K (In Part): Stock Plans
In April 1993, the Board of Directors approved the repur
chase of outstanding options to purchase up to 2.8 m illion
shares of common stock granted to certain employees in
fiscal year 1988 at an exercise price of $153.00 per share.
The option holders were offered $3.00 per unexercised
option share in return for the cancellation of the option.
The repurchase price was determined after taking into
account option pricing models, the opinion of an inde
pendent advisor and the financial and compensation
objectives of the program. The Corporation repurchased
approximately 2.7 million shares at a cost of approximately
$8,000,000. The resulting reduction of fiscal 1993 compen
sation expense was $31,843,000, with a corresponding
reduction of additional paid-in capital.

Additional
Paid-in
Capital
$2,565,487
—
—
60,419
10,235

Retained
Earnings
$6,257,199

Treasury
Stock
$(770,780)

$2,636,141
—
—
56,303
—
$2,692,444

(617,427)
$5,344,855
—
(266,660)
—
(2,795,507)
$2,282,688

—
$(487,165)

(240,719)
229,417
60,419
10,235
(617,427)
$ 7,623,839

(185,292)
498,251
—
—
$(174,206)

(185,292)
231,591
56,303
(2,795,507)
$ 4,930,934

149,321
42,038
(31,843)
—
$2,851,960

(93,731)
—
—
(251,330)
1,937,627

134,528

195,600
42,038
(31,843)
(251,330)
$4,885,399

—

—

(294,917)
—
—

(240,719)
524,334

Total
Stockholders’
Equity
$8,181,914

—
—

—

—
—
$ (39,678)

466

Section 4: Stockholders’ Equity

Tax Benefit From Reduction Of Valuation Allowance
FLUOR CORPORATION
C o n so lid a te d S tate m en t o f S h a re h o ld e rs’ E q u ity

Year ended October 31,1991,1992 and 1993

Common Stock
Shares
Amount

Additional
Capital

Retained
Earnings

Unamortized
Executive
Stock Plan
Expense

Cumulative
Translation
Adjustment

Total

(In thousands, except per share amounts)
Balance at October 31,1990 ........................
80,390 $50,244
Net earnings...................................................
—
—
Cash dividends ($.32 per share)...................
—
—
Exercise of stock options, net......................
631
394
Stock option tax benefit.............................
—
—
Amortization of executive
stock plan expense .......................................
—
—
Issuance of restricted stock, net.........................
91
57
Tax benefit of net operating loss.........................
—
—
Translation adjustment
(net of deferred taxes of $600).........................
— ___ —
Balance at October 31,1991 ........................
81,112
50,695
Net earnings...................................................
—
—
Cash dividends ($.40 per share).........................
—
—
Exercise of stock options, net......................
346
217
Stock option tax benefit....................................
—
—
Amortization of executive
stock plan expense .......................................
—
—
Issuance of restricted stock, net.........................
33
20
Common stock repurchase...............................
(11)
(7)
Translation adjustment
(net of deferred taxes of $535).........................
— ___ —
Balance at October 31,1992 ........................
81,480
50,925
Net earnings...................................................
—
—
Cash dividends ($.48 per share).........................
—
—
Exercise of stock options, net......................
520
326
Stock option tax benefit....................................
—
—
Amortization of executive
stock plan expense .......................................
—
—
Issuance of restricted stock, net.........................
93
57
Tax benefit from reduction of valuation
allowance for deferred tax assets ....................
—
—
Translation adjustment
(net of deferred taxes of $2,694)............................ — _______
Balance at October 31,1993 ........................
82,093 $51,308

$398,844
-

$295,563
164,148
(25,825)

$ (6,805)

$ 3,410

10,364
8,463

424,616

839
(128)
2,299

839
(4,831)

4,646
2,299

433,886
5,818
(32,486)

(10,797)

(1,165)
2,245

5,996
4,024
1,425
(5,238)

5,093
(3,666)

436,063

407,218
166,800
(39,340)

(14,610)

(1,039)
1,206

(1,039)
880,802
166,800
(39,340)
8,709
5,839
1,889
(192)

1,889
(4,107)

24,061

$478,204

(1,165)
900,645
5,818
(32,486)
6,213
4,024
1,425
(125)
(3,673)

8,383
5,839
3,858

$ 741,256
164,148
(25,825)
10,758
8,463

24,061

$534,678

$(16,828)

(4,446)
$(3,240)

(4,446)
$1,044,122

Foreign Currency Translation

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Incom e Taxes (In Part)
Deferred taxes reflect the tax effects of differences
between the amounts recorded as assets and liabilities for
financial reporting purposes and the amounts recorded
for income tax purposes. The tax effects of significant
tem porary differences giving rise to deferred tax assets
and liabilities are as follows:

At October 31,
1993
1992

($ in thousands)
Deferred tax assets:
Accrued liabilities not currently deductible $169,248
Expected tax benefits on disposition
of Lead business
25,771
Building tax basis in excess of book basis
25,980
Other
57,916
Total deferred tax assets
278,915
Valuation allowance for deferred
tax assets
(55,452)
Net deferred tax assets
223,463
Deferred tax liabilities:
Coal mining property book basis
in excess of tax basis
(98,516)
Tax on unremitted foreign earnings
(36,324)
Other
(63,901)
Total deferred tax liabilities
(198,741)
Net deferred tax assets
$ 24,722

$134,402
42,585
27,160
50,298
254,445
(79,513)
174,932

(98,369)
(27,155)
(42,313)
(167,837)
$ 7,095

The company established a valuation allowance to reduce
certain deferred tax assets to amounts that are more likely
than not to be realized. Substantially all of this allowance
relates to deferred tax assets existing at the date of the
company’s 1987 quasi reorganization. Future reductions
in the valuation allowance relating to these 1987 deferred
tax assets w ill be credited to additional capital. In 1993,
reductions in the valuation allowance resulted in an
increase to additional capital of $24.1 m illion.

467

FOREIGN CURRENCY TRANSLATION
Statem ent o f Financial Accounting Standards No. 52 is
the authoritative pronouncement on foreign currency trans
lation. SFAS No. 52 distinguishes between translation
adjustments, which are usually reported as a separate
component of stockholders’ equity, and foreign currency
transactions, which are included in determining net income.
Translation adjustments relating to highly inflationary
economies are included in determ ining net income.
Examples of foreign currency translation disclosures follow.
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AVERY DENNISON CORPORATION
C onsolid ated S tatem ent o f S hareholders’ E q u ity

(Dollars in millions)
Fiscal year ended 1990 .................................
Repurchase of 980,180 shares for treasury.......
Stock issued under option plans.....................
Tax benefit arising from stock option
transactions and dividends paid on stock
held by leveraged ESOPs............................
Net income ................................................
Dividends: $.76 per share.............................
Translation adjustments.................................
Income taxes allocated to
translation adjustments.............................
ESOP transactions, n e t.................................
Fiscal year ended 1991 .................................
Repurchase of 2,765,919 shares for treasury ...
Stock issued under option plans.....................
Tax benefit arising from stock option
transactions and dividends paid on stock
held by leveraged ESOPs............................
Net income ................................................
Dividends: $.82 per share.............................
Translation adjustments.................................
Income taxes allocated to
translation adjustments.............................
ESOP transactions, n e t.................................
Fiscal year ended 1992
Repurchase of 2,902,695 shares for treasury ...
Stock issued under option plans.....................
Tax benefit arising from stock option
transactions and dividends paid on stock
held by leveraged ESOPs...........................
Net income ................................................
Dividends: $.90 per share.............................
Translation adjustments.................................
Income taxes allocated to
translation adjustments.............................
ESOP transactions, n e t.................................
Minimum pension liability.............................
Fiscal year ended 1993 .................................

Common
stock $1
par value

Capital in
excess of
par value

Retained
earnings

Cumulative
foreign
currency
translation
adjustment

$62.0
—
.1

$192.3
—
.4

$620.2
—
—

$62.1
—
—

—
—
—
—

2.3
—
—
—

—
63.0
(47.1)
—

—

—
—
62.1
—
—

—
—
195.0
—
(.3)

—
—
636.1
—
—

—

2.1

—

—

—

—

—

—

—
80.1
(49.6)
—

—
(32.9)

—
—
—
—

(.4)
—
28.8
—
—

—
12.1
(78.2)
—
—

—
—
—
—
—

—
—
(18.8)
(74.0)
5.2

—

—

—

—

—

—

—

—

—

—

1.8

—

—

—

—
13.3
(64.9)
—
—

—
—
—
—
—

—
—
(87.6)
(82.9)
6.4

(1.0)
—
29.6
—
—

—
—
—
—

.8
—
—
—

—
84.4
(52.1)
—

—
—
—
(39.9)

—
—
—

—
—
—
$194.4

—
—
—
$698.9

.2
—
—
$(10.1)

Foreign Currency Translation
Foreign currency transactions and financial statements of
foreign subsidiaries are translated into U.S. dollars at
prevailing or current rates respectively, except for reve
nue, costs and expenses which are translated at average
current rates during each reporting period. Gains and
losses resulting from foreign currency transactions, other
than transactions used to hedge the value of investments

—
—
—
—

—

—
—
666.6
—
—

Note 1 (In Part): Summary of Significant Accounting Policies

Treasury
stock
—
$ (20.8)
2.0

—

—
—
196.8
—
(3.2)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

$(90.3)
—
—

Minimum
pension
liability
—
—
—

—
—
—
—

—

—
—
62.1
—
—

$62.1

Cost of
unallocated
ESOP
shares

—
—
—
—
—
11.7
—
$(53.2)

—
—

—
—
—
—
$(8.9)
$(8.9)

—
—
—
—
—
—
—
$(164.1)

in certain foreign subsidiaries, are included in income
currently. Gains and losses resulting from hedging trans
actions and from translation of financial statements are
excluded from the statement of income and are credited or
charged directly to a separate component of shareholders’
equity. Translation gains and losses of subsidiaries oper
ating in hyperinflationary economies are included in net
income currently.
Transaction and translation (losses) gains (decreased)
increased net income in 1993, 1992 and 1991, by ($3.4)
m illion, ($4.2) m illion and $.4 m illion, respectively.

Foreign Currency Translation

BECTON, DICKINSON AND COMPANY (SEP)

BRISTOL-MYERS SQUIBB COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Thousands o f dollars
Note 5 — O ther Incom e (Expense), Net
Other income, net in 1993 includes a gain of $10,650 from
the receipt and subsequent sale of the shares of The
Perkin-Elmer Corporation stock, which the Company
received in February 1993 when Applied Biosystems, Inc.,
in which the Company held an equity position, merged
with The Perkin-Elmer Corporation. Foreign exchange
losses of $11,626 and losses of $356 related to invest
ments accounted for by the equity method are also
included in the 1993 amount.
Other expense, net in 1992 includes foreign exchange
losses of $10,845, and income of $517 related to invest
ments accounted for by the equity method. Other income,
net in 1991 includes income of $5,991 related to invest
ments accounted for by the equity method, and foreign
exchange losses of $3,691.
Note 10 (In Part): Shareholders’ E quity

Cumulative Currency Translation Adjustments
Generally, the net assets of foreign operations are trans
lated into U.S. dollars using current exchange rates. The
U.S. dollar results that arise from such translation, as well
as exchange gains and losses on intercompany balances
of a long-term investment nature (net of allocated income
taxes), are included in the cum ulative currency translation
adjustm ent account in Shareholders’ Equity. The follow
ing is an analysis of the account:

Balance at October 1
Translation adjustment
Allocated income taxes
Balance at September 30
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1993

1992

1991

$ 87,300
(109,408)
60
$ (22,048)

$24,337
65,367
(2,404)
$87,300

$43,574
(19,929)
692
$24,337

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5. Foreign Currency Translation
Cumulative translation adjustments, which represent the
effect of translating assets and liabilities of the company’s
non-U.S. entities, except those in highly inflationary econ
omies, were:

(In millions of dollars)
Balance, January 1
Effect of balance sheet translations:
Amount
Tax effect
Balance, December 31

1993
$208

1992
$ 90

141
(17)
$332

151
(33)
$208

1991
$61
38
(9)
$90

Gains (Losses) reflected in earnings from continuing
operations in 1993, 1992 and 1991 of $21 m illion, $(63)
m illion and $(44) m illion, respectively, net of applicable
income taxes, resulted from foreign currency transactions
and translation adjustments related to non-U.S. entities
operating in highly inflationary economies. In 1993, the
gain reflected $86 m illion (included in Other Income and
Expenses) from foreign currency transactions and trans
lation adjustments, offset by $52 m illion of reductions in
gross margin from charging cost of products sold with
inventory at historic rates. In 1992 and 1991, the losses
prim arily reflected reductions in gross margins.
THE GILLETTE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Foreign Currency Translation
Net exchange gains or losses resulting from the trans
lation of assets and liabilities of foreign subsidiaries,
except those in highly inflationary econom ies, are
accumulated in a separate section of stockholders’ equity
titled, “ Cumulative foreign currency translation adjust
ments.’’ Also included are the effects of exchange rate
changes on intercompany transactions of a long-term
investment nature and transactions designated as hedges
of net foreign investments.
An analysis of this account follows.

(Millions of dollars)

1993

1992

Balance at beginning of year
Translation adjustments, including
the effect of hedging
Related income tax effect

$(265.2)

$(216.9)

$(209.5)

(154.2)
4.4

(60.2)
11.9

6.5
(13.9)

Balance at end of year

$(415.0)

$(265.2)

$(216.9)

1991

Included in other charges were net exchange losses of
$105.4 m illion, $68.8 m illion and $53.4 m illion for 1993,
1992 and 1991, respectively, relating to subsidiaries in
highly inflationary countries, prim arily Brazil.
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JLG INDUSTRIES, INC.
C onsolid ated Statem ents o f S hareholders’ E q u ity

(in thousands)
Balances at July 31,1990....................................................
Net loss for the year...........................................................
Dividends paid...................................................................
Aggregate translation adjustment.........................................
Contribution to employee stock ownership plan......................
Balances at July 31,1991....................................................
Net loss for the year...........................................................
Dividends paid...................................................................
Aggregate translation adjustment, including $1,205 related
to the restructuring of foreign operations............................
Contribution to employee stock ownership plan......................
Balances at July 31,1992....................................................
Net income for the year.....................................................
Aggregate translation adjustment, net of deferred
tax benefit of $1,308 .......................................................
Contribution to employee stock ownership plan......................
Balances at July 31,1993....................................................

...

...

Capital Stock
Shares
Par Value
3,514
$703
—
—
—
—
—
—
50
10
3,564
713
—
—
—
—

_

_
...

...

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands except per share data)
Summary o f S ignificant Accounting Policies (in Part)

Translation of Foreign Currencies
The translation of the applicable foreign currencies into U.S.
dollars is performed for balance sheet accounts using
current exchange rates in effect at the balance sheet date
and for revenue and expense accounts using an average
exchange rate during the period. The gains or losses
resulting from translation are included in shareholders’
equity. The aggregate foreign currency transactions included
in the results of operations were gains of $36 in 1993 and
losses of $131 and $901 in 1992 and 1991, respectively.

Additional
Paid-in
Capital
$11,081
—
—
—
499
11,580
—
—

44
3,608
—

9
722
—

454
12,034
—

___
48
3,656

9
$731

508
$12,542

_

Equity
Adjustment
from
Translation
$ 378
—
—
(1,807)
—
(1,429)
—
—

Retained
Earnings
$31,857
(3,240)
(885)
—
—
27,732
(3,038)
(223)

1,388
—
(41)
—

_
—
24,471
3,229

(1,993)
—
($2,034)

_
—
$27,700
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Effective for fiscal years ending after July 15,1988, State
m ent o f F inancial Accounting Standards No. 95 requires
enterprises to present a Statement of Cash Flows which
classifies cash receipts and payments by operating,
investing, and financing activities. SFAS No. 95 super
sedes APB Opinion No. 19 which required a statement
summarizing changes in financial position.
SFAS No. 95 “ encourages” enterprises to use the direct
method of reporting cash flows from operating activities.
Fifteen survey companies used the direct method.
This section reviews the form at and content of the State
ment of Cash Flows.

PRESENTATION IN ANNUAL REPORT
Table 5-1 shows where in relation to other financial state
ments a Statement of Cash Flows is presented in an
annual report. As shown in Table 5-1, a Statement of Cash
Flows is usually presented as the last financial statement
or after the income statement and balance sheet but
before the statement of changes in stockholders’ equity.

TABLE 5-1: PRESENTATION IN ANNUAL REPORT
Final statement.............................
Follows income statement
and balance sheet...................
Between income statement
and balance sheet...................
Total Companies........................

1993 1992
321 325

1991
336

1990
328

240

234

228

232

39

41

36

40

600 600

600

600

TITLE
As indicated in Table 5-2, the survey companies, with a
few exceptions, used the title set forth in SFAS No. 95 to
identify a Statement of Cash Flows.

TABLE 5-2: TITLE
Cash Flows........................
Cash Flow..........................

1993
587
13

1992
589
11

1991
590
10

1990
589
11

Total Companies............

600

600

600

600

472

Section 5: Statement of Cash Flows

CASH FLOWS FROM OPERATING
ACTIVITIES

TABLE 5-3: METHOD OF REPORTING CASH FLOWS
FROM OPERATING ACTIVITIES

Paragraphs 21-24 of SFAS No. 95 define those transac
tions and events which constitute operating cash receipts
and payments. SFAS No. 95 recommends that the direct
method, as defined in paragraph 27, be used to report net
cash flow from operating activities. Most of the survey
companies used the indirect method (reconciling net
income to net cash flow from operating activities) to report
net cash flow from operating activities. Regardless of
whether the direct or indirect method is used, paragraph
29 of SFAS No. 95 requires that a reconciliation of net
income to net cash flow from operating activities be
presented and that interest and income tax payments
be disclosed.
Table 5-3 shows the methods used to report cash flows
from operating activities. Companies using the direct
method usually present the reconciliation of net income to
net cash flow from operating activities as a schedule at the
bottom of the Statement of Cash Flows or on the page
adjacent to the Statement. Companies using the indirect
method usually present the reconciliation w ithin the State
ment of Cash Flows.
Table 5-4 shows where in the financial statements
interest and income tax payments are disclosed. Those
survey companies disclosing the amount of interest pay
ments in the notes to financial statements did so usually in
a note discussing debt or in a note discussing details
about the Statement of Cash Flows. Those survey compa
nies disclosing the amount of income tax payments in the
notes to financial statements did so usually in a note
discussing income taxes or in a note discussing details
about the Statement of Cash Flows.
Examples of reporting cash flows from operating activi
ties follow.

Indirect method............................
Direct method............................
Total Companies.......................

1993 1992
585 585
15
15
600

600

1991
585
15

1990
585
15

600

600

TABLE 5-4: INTEREST AND INCOME TAX PAYMENTS
Interest Payments
Notes to financial statements...
Bottom of Statement of Cash
Flows.................................
Within Statement of Cash Flows.
Amount not disclosed..............
Total Companies...................
Income Tax Payments
Notes to financial statements...
Bottom of Statement of
Cash Flows........................
Within Statement of
Cash Flows........................
Amount not disclosed..............
Total Companies...................

1993

1992

1991

1990

347

354

348

343

224
17
12

219
17
10

217
18
17

217
17
23

600

600

600

600

347

355

353

350

223

218

216

217

21
9

21
6

23
8

21
12

600

600

600

600

Cash Flows from Operating Activities
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Direct Method
AST RESEARCH, INC.
C o n s o lid a te d S tate m en ts o f C ash F low s

Fiscal Year
(In thousands)________________________________________________________________1993________ 1992________ 199
1
Cash flows from operating activities:
Cash received from customers....................................................................................
$ 1,322,831
$ 906,319
$ 649,015
Cash paid to suppliers and employees..........................................................................
(1,373,528)
(846,023)
(591,312)
Interest received.......................................................................................................
4,583
6,388
8,531
Interest paid......................................................................................................
(1,373)
(2,610)
(3,651)
Income taxes paid....................................................................................................
(13,008)
(29,405)
(18,022)
Other cash paid.......................................................................................................
(7,923)
(2,476)________(510)
Net cash provided by (used in) operating activities.........................................................
(68,418)
32,193
44,051

Cash flows from investing activities:
Purchase of short-term investments............................................................................
(35,155)
Proceeds from short-term investments........................................................................
87,986
Purchases of capital equipment...................................................................................
(20,894)
Proceeds from disposition of capital equipment............................................................
1,146
Purchases of other assets..........................................................................................................(560)
Net cash provided by (used in) investing activities.........................................................
32,523

(120,566)
67,735
(17,811)
1,923
(381)
(69,100)

(11.241)
2,313
(399)
(9,327)

Cash flows from financing activities:
Short-term borrowings...............................................................................................
58,417
Net proceeds (repayments) of long-term debt................................................................
(355)
(28,430)
Proceeds from issuance of common stock...................................................................
4,948
2,777
Repurchase and retirement of common stock................................................................................... — ______
Net cash provided by (used in) financing activities.........................................................
63,010
(25,653)

678
133
50,419
(27,658)
23,572

Effect of exchange rate changes on cash and cash equivalents........................................... .............. 6,611_______ (2,871)_______ 2,757
Net increase (decrease) in cash and cash equivalents.......................................................
33,726
(65,431)
61,053
Cash and cash equivalents at beginning of year............................................................................ 87,874______153,305______ 92,252
Cash and cash equivalents at end of year........................................................................
$ 121,600
$ 87,874______ 153,305
Reconciliation of Net Income (Loss) to Net Cash Provided by (Used in) Operating Activities:
Net income (loss).........................................................................................................
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:
Depreciation and amortization .................................................................................
Provision (benefit) for deferred income taxes..............................................................
Change in operating assets and liabilities, net of effects of acquisition:
Accounts receivable..................................................................................................
Inventories..............................................................................................................
Other current assets..................................................................................................
Accounts payable and accrued liabilities.......................................................................
Income taxes payable.................................................................................................
Other current liabilities...............................................................................................
Exchange (gains) losses...............................................................................................
Net cash provided by (used in) operating activities.........................................................

$

$

(53,738)

$ 68,504

$ 64,724

13,222
(55,438)

11,793
1,499

11,279
(365)

(97,059)
(37,164)
(41,405)
(59,809)
(54,367)
(54,680)
(552)
(4,985)
(2,538)
137,496
42,862
48,858
28,230
(7.757)
15,962
19,785
9,850
2,430
(555)_______________________
1,958
(214)
(68,418)
$ 32,193
$ 44,051
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UNITED STATES SURGICAL CORPORATION
C o n s o lid a te d S tate m en ts o f C ash Flow s

Year Ended December 31,
1992
1993
(In thousands)
Cash flows from operating activities:
Cash received from customers...........................................................................
Cash paid to vendors, suppliers, and employees..................................................
Interest paid ..................................................................................................
Income tax paid .............................................................................................
Net cash provided by operating activities.........................................................
Cash flows from investing activities:
Additions to property, plant, and equipment.........................................................
Other assets..................................................................................................
Net cash used in investing activities................................................................
Cash flows from financing activities:
Long-term debt borrowings under credit agreements ...........................................
Long-term debt repayments under credit agreements...........................................
Common stock issued from stock plans..............................................................
Dividends paid.................................................................................................
Acquisition of common stock for treasury...........................................................
Net cash provided by financing activities.........................................................
Effect of exchange rate changes............................................................................
Net decrease in cash..........................................................................................
Cash, beginning of year......................................................................................
Cash, end of year...............................................................................................
Reconciliation of net income (loss) to net cash provided by operating activities:
Net income (loss)...............................................................................................
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization............................................................................
Amortization of deferred compensation..............................................................
Asset writedowns— restructuring .......................................................................
Adjustment of property, plant, and equipment valuation allowances........................
Receivables— decrease (increase).......................................................................
Inventories— (increase)....................................................................................
Adjustment of inventory reserves.......................................................................
Other current assets— (increase) decrease...........................................................
Accounts payable and accrued expenses— increase..............................................
Income taxes payable and deferred— (decrease) Increase......................................
Income tax benefit from stock options exercised..................................................
Other Assets— decrease...................................................................................
Other adjustments— n e t...................................................................................
Total adjustments.........................................................................................

1991

$1,103,300
(941,200)
(18,300)
(12,800)
131,000

$1,087,700
(905,900)
(15,600)
(18,400)
147,800

$ 773,700
(710,600)
(11,400)
(22,800)
28,900

(216,400)
(31,100)
(247,500)

(270,700)
(31,100)
(301,800)

(146,900)
(15,100)
(162,000)

2,614,400
(2,495,900)
12,100
(13,700)
—
116,900
(2,000)
(1,600)
2,500
$
900

1,840,800
(1,696,000)
48,000
(16,400)
(16,100)
160,300
(6,400)
(100)
2,600
$
2,500

725,600
(605,000)
41,800
(14,700)
(12,500)
135,200
(2,500)
(400)
3,000
$ 2,600

$ (138,700)

$

138,900

$ 91,200

59,400
4,200

40,300
4,100

83,200
—

$

73,800
17,400
67,800
(48,400)
44,200
(23,900)
34,300
(24,300)
14,400
28,100
3,100
269,700
131,000

—

3,900
(108,200)
(75,800)
29,900
9,900
51,400
(14,100)
50,000
—

$

(1,700)
8,900
147,800

—

7,500
(68,900)
(110,500)
24,200
(13,600)
38,500
15,700
—
—

400
(62,300)
$ 28,900
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Reconciliation Of Net Income To Net Cash Flow From Operating Activities
DOW JONES & COMPANY, INC.
C o n s o lid a te d S tate m en ts o f C ash F low s

For the years ended December 3 1 , 1993,1992 and 1991
(In thousands)
Operating Activities:
Net income.........................................................................................................
Adjustment to reconcile net income to net cash provided by operating activities:
Depreciation......................................................................................................
Amortization of excess of cost over net assets of businesses acquired......................
Amortization of deferred costs
(Gain) on sale of businesses and investments.......................................................
(Gain) loss on disposition of plant and property.....................................................
Write-down of assets..........................................................................................
Cumulative effect of accounting changes..............................................................
Equity in (earnings) losses of associated companies, net of distributions...................
Changes in assets and liabilities:
Accounts receivable— trade.................................................................................
Unearned revenue.............................................................................................
Newsprint inventory...........................................................................................
Other current assets..........................................................................................
Accounts payable and accrued liabilities ..............................................................
Federal and state income taxes............................................................................
Deferred taxes............................. ..................................................................
Deferred compensation......................................................................................
Other, net.............................................................................................................
Net cash provided by operating activities...........................................................
Investing Activities:
Additions to plant and property............................................................................
Disposition of plant and property........................................................................
Businesses and investments acquired, net of cash received....................................
Businesses and investments sold, net of cash given...............................................
Proceeds from guaranteed investment contract.....................................................
Investees’ (loans) repayments..............................................................................
Net cash used in investing activities..................................................................
Financing Activities:
Cash dividends................................................................................................
Increase in long-term debt.................................................................................
Reduction of long-term debt...............................................................................
Proceeds from sale under stock purchase plans....................................................
Purchase of treasury stock.................................................................................
Net cash used in financing activities..................................................................
Effect Of Exchange Rate Changes On Cash..............................................................
(Decrease) Increase In Cash And Cash Equivalents....................................................
Cash and cash equivalents at beginning of year.........................................................
Cash and cash equivalents at end of year ................................................................
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting
Policies
Cash Equivalents are highly liquid investments with a
m aturity of three months or less when purchased.
Note 5 (In Part): Long-Term D ebt
Paym ents on long-term debt are due as follow s:
$197,200,000 in 1994, $5,318,000 in 1995, $37,282,000
in 1996, $5,318,000 in 1997, $5,318,000 in 1998 and

1993

1992

1991

..........

$ 147,547

$ 107,586

$ 72,189

..........
..........

..........

147,495
41,170
—
(868)
(529)
8,171
—
6,549

138,372
40,940
—
(1,121)
2,011
13,422
10,805
4,423

142,358
40,868
4,718
—
(316)
45,006
—
2,009

..........
..........
..........
..........
..........
..........
..........
..........
..........
..........

(29,679)
13,451
(346)
(3,834)
1,252
1,429
(5,724)
8,716
2,768
337,568

371
1,554
302
(3,552)
(2,330)
(2,514)
(16,720)
10,285
1,771
305,605

(5,856)
6,660
1,994
2,241
20,313
29,191
(25,675)
5,600
4,125
345,425

..........
..........
..........
..........
..........
..........
..........

(159,943)
7,542
(24,915)
4,694
5,318
(185)
(167,489)

(125,626)
11,567
(10,608)
3,083
5,318
100
(116,166)

(105,961)
8,797
(2,739)
—
5,318
2,500
(92,085)

..........
..........
..........
..........
..........
..........
..........
..........
..........
..........

(79,833)
47,278
(121,188)
22,553
(48,312)
(179,502)
(1,341)
(10,764)
16,416
$ 5,652

(76,912)
86,055
(199,746)
10,815
(28,429)
(208,217)
(828)
(19,606)
36,022
$ 16,416

(76,765)
99,550
(259,778)
4,542
—
(232,451)
(3,172)
17,717
18,305
$ 36,022

..........
..........
..........

.........

$15,955,000 th e re a fte r. In te re st paym ents w ere
$22,459,000 in 1993, $31,825,000 in 1992 and $36,637,000
in 1991.
Note 7 (In Part): Incom e Taxes
Incom e tax paym ents were $142,988,000 in 1993,
$135,180,000 in 1992 and $83,681,000 in 1991.
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GENUINE PARTS COMPANY
C o n s o lid a te d S tate m en ts o f C ash F low s

(Dollars in thousands)
Operating Activities
Net income......................................................................................................... ......
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization..............................................................................
Gain on sale of property, plant and equipment....................................................... ......
Provision for deferred taxes................................................................................. ......
Equity in income from UAP.................................................................................
Equity in income from partnership .......................................................................
Income applicable to minority interests.................................................................
Changes in operating assets and liabilities:
Trade accounts receivable.................................................................................
Merchandise inventories.........................................................................................
Prepaid expenses and other current accounts.....................................................
Trade accounts payable .........................................................................................
Income taxes payable and other current liabilities................................................

Year Ended December 31,
1993
1992

1991

$ 257,813

$ 236,970

$ 223,964

34,420
(1,342)
5,990
(2,531)
(1.921)
2,090

31,687
(895)
3,896
(1.738)
(775)
1,537

30,595
(899)
4,281
(1.629)
(2,371)
1,638

(25,759)
(91,462)
(1.413)
18,319
6,367
(57,242)
200,571

(33,455)
(60,614)
488
22,090
(12,987)
(50,766)
186,204

(12,582)
(21,408)
(1.372)
3,919
15,577
15,749
239,713

Net Cash Provided by Operating Activities................................................................. .......
Investing Activities
Acquisition of Davis & Wilmar, Inc., net of cash acquired of $3,556 .............................
Purchase of property, plant and equipment ...........................................................
Proceeds from sale of property, plant and equipment................................................
Purchase of short-term investments........................................................................
Proceeds from sale and maturity of short-term investments........................................
Other investing activities...............................................................................................
Net Cash Used in Investing Activities..............................................................................
Financing Activities
Borrowings on notes payable...................................................................................
Repayment of notes payable...................................................................................
Payments on long-term debt..........................................................................................
Stock options exercised.................................................................................................
Dividends paid.............................................................................................................
Purchase of stock................................................................................................
Contributions from minority interests...................................................................... .......
Net Cash Used in Financing Activities..............................................................................
Net Increase (Decrease) in Cash and Cash Equivalents.........................................................
Cash and Cash Equivalents at Beginning of Year.......................................................... .......
Cash and Cash Equivalents at End of Year................................................................... .......

-0(57,513)
4,831
(64,599)
12,010
(12,962)
(118,233)

(28,444)
(31,585)
3,862
(12,010)
17,698
(9,696)
(60,175)

-0(28,273)
2,811
(10,626)
5,928
(12,903)
(43,063)

-0-0(804)
2,759
(129,846)
-0765
(127,126)
(44,788)
168,019
$ 123,231

-0-0(5,954)
3,368
(127,338)
(4,896)
822
(133,998)
(7,969)
175,988
$ 168,019

6,372
(32,258)
(1.422)
915
(119,518)
(14,691)
667
(159,935)
36,715
139,273
$ 175,988

Supplemental disclosure of cash flow information
Cash paid during the year for:
Income taxes.................................................................................................... .......

$ 160,944

$ 154,498

$ 122,233

$

$

$

Interest............................................................................................................ .......
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Cash Equivalents
The Company considers ail highly liquid investments with
a m aturity of three months or less when purchased to be
cash equivalents.

1,587

1,890

5,454
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MCDERMOTT INTERNATIONAL, INC.
C o n s o lid a te d S ta te m e n t o f C ash Flow s

For The Three Fiscal Years Ended March 3 1 , 1993
1993
Cash Flows From Operating Activities:
Net income (Loss).................................................................................................. .
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:
Depreciation and amortization............................................................................
Equity in income or loss of investees less dividends..............................................
Gain on sale and disposal of assets.....................................................................
(Gain) loss on disposal of discontinued operations................................................
Provision for (Benefit from) deferred taxes..........................................................
Cumulative effect of accounting changes..............................................................
Extraordinary item s.........................................................................................
Other..............................................................................................................
Changes in assets and liabilities, net of effects from divestitures:
Net contracts in progress and advance billings................................................
Accounts receivable......................................................................................
Accounts payable.........................................................................................
Inventories....................................................................................................
Income taxes ...............................................................................................
Accrued interest..........................................................................................
Other, n e t....................................................................................................
Net Cash Provided By (Used In) Operating Activities...................................................

$ (188,732)

1992
(In thousands)
$

77,169

1991

$

(69,525)

121,508
(88,258)
(34,459)
—
10,466
245,624
10,431
3,614

125,812
5,104
(77,950)
3,550
(71,973)
—
—
(14,064)

99,857
39,570
(2,713)
(16,824)
5,965
—
—
2,490

42,746
37,099
25,876
18,858
(50,256)
(53,399)
53,828
154,946

(22,073)
(169,142)
22,580
5,230
52,494
9,506
(18,374)
(72,131)

(51,152)
(65,028)
53,341
(5,250)
(20,082)
5,379
29,552
5,580

Cash Flows From Investing Activities:
Proceeds from sale and disposal of assets............................................................
Purchases of property, plant and equipment............................................................
Acquisition of minority interest.............................................................................
Proceeds from sale of discontinued operations.......................................................
Purchases of short-term investments, government obligations and other investments ..
Sales of short-term investments, government obligations and other investments.........
Investments in equity investees............................................................................
Other ................................................................................................................
Net Cash Provided By (Used in) Investing Activities.....................................................

74,635
(82,034)
—
—
(1,488,843)
1,505,653
(3,201)
2,096
8,306

112,785
(76,321)
(10,267)
20,368
(3,632,562)
3,701,142
(45)
—
115,100

5,564
(139,335)
—
51,337
(1,866,886)
1,870,322
(3,213)
2,916
(79,295)

Cash Flows From Financing Activities:
Payment of long-term debt..................................................................................
Issuance of long-term debt.................................................................................
Increase (decrease) in short-term borrowing .........................................................
Issuance of common stock..................................................................................
Dividends paid..................................................................................................
Other ................................................................................................................
Net Cash Provided By (Used In) Financing Activities..................................................
Effects Of Exchange Rate Changes On Cash..............................................................
Net Increase (Decrease) In Cash And Cash Equivalents...............................................
Cash And Cash Equivalents At Beginning Of Year.......................................................
Cash And Cash Equivalents At End Of Year................................................................ .

(119,684)
89,000
(9.781)
8,034
(51,528)
(2,287)
(86,246)
(9,069)
67,937
71,585
$ 139,522

(239,621)
263,818
(190,109)
102,963
(44,075)
(2,604)
(109,628)
(1.395)
(68,054)
139,639
$ 71,585

$

(33,200)
26,530
106,619
24,069
(42,358)
(2,304)
79,356
1,461
7,102
132,537
139,639

$
$

$
$

$
$

106,304
27,568

$

16,222

Supplemental Disclosures Of Cash Flow Information:
Cash paid during the period for:
Interest (net of amount capitalized)................................................................... .
Income taxes................................................................................................. .
Supplemental Schedule Of Noncash Financing Activities:
Exchange of 10% subordinated debentures............................................................ .

$

143,739
82,581

$

93,145
67,300
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary o f Significant Accounting Policies

Cash Equivalents
Cash equivalents are highly liquid investments, with
m aturities of three months or less when purchased, which
are not held as part of the long-term investment portfolio.

Interest And Income Tax Payments
THE GILLETTE COMPANY
C o n s o lid a te d S ta te m e n t o f C ash Flow s

(Millions of dollars)
Operating Activities
Net income.............................................................................................................. ............
Adjustments to reconcile net income to net cash provided by operating activities:
Cumulative effect of accounting changes................................................................... ............
Provision for realignment expense..........................................................................................
Depreciation and amortization...............................................................................................
Other ................................................................................................................... ............
Changes in assets and liabilities, net of effects from acquisition of businesses:
Accounts receivable............................................................................................. ............
Inventories......................................................................................................... ............
Accounts payable and accrued liabilities................................................................. ............
Other working capital items...............................................................................................
Other noncurrent assets and liabilities..................................................................... ............
Net cash provided by operating activities.............................................................. ............

Years Ended December 31,
1992
1993
1991
$ 288.3

$513.4

$ 427.4

138.6
164.1
218.5
51.8

—
—
210.9
10.7

—
—
192.7
31.2

(101.8)
(56.0)
10.8
(30.7)
48.1
731.7

(146.8)
(77.5)
58.0
2.9
48.8
620.4

(99.0)
(64.9)
6.3
45.4
39.9
579.0

Investing Activities
Additions to property, plant and equipment................................................................... ............
Disposals of property, plant and equipment................................................................... ............
Acquisition of businesses, less cash acquired................................................................ .........
Other ....................................................................................................................... ............
Net cash used in investing activities..................................................................... ............

(352.0)
10.2
(452.9)
(35.6)
(830.3)

(321.4)
15.6
(64.5)
(10.7)
(381.0)

(286.0)
17.5
(84.6)
(3.9)
(357.0)

Financing Activities
Proceeds from exercise of stock option and purchase plans............................................. ............
Proceeds from long-term debt.................................................................................... ............
Reduction of long-term debt........................................................................................ ............
Increase (decrease) in loans payable............................................................................. ............
Dividends paid........................................................................................................... ............
Net cash provided by (used in) financing activities................................................ ............
Effect of Exchange Rate Changes on Cash........................................................................ ............
Increase (Decrease) in Cash and Cash Equivalents ............................................................ ............
Cash and Cash Equivalents at Beginning of Year................................................................ ............
Cash and Cash Equivalents at End of Year........................................................................ ............

24.5
500.0
(414.8)
177.5
(183.3)
103.9
(3.5)
1.8
35.3
$ 37.1

22.2
—
(239.2)
117.1
(157.4)
(257.3)
.4
(17.5)
52.8
$ 35.3

12.6
1.0
(84.6)
(27.7)
(146.0)
(244.7)
(5.0)
(27.7)
80.5
$ 52.8

$ 72.5
$ 180.9

$ 87.9
$ 198.2

$ 111.5
$ 156.9

$ 705.8
481.1
$ 224.7

$ 62.3
65.9
$ (3.6)

$ 163.1
90.2
$ 72.9

Supplemental disclosure of cash paid for:
Interest.................................................................................................................. ............
Income taxes......................................................................................................... ............
Noncash investing and financing activities:
Acquisition of businesses
fair value of assets acquired ................................................................................. ............
Cash paid........................................................................................................... ............
Liabilities assumed........................................................................................... ............
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary o f S ignificant Accounting Policies (In Part)

Cash and Cash Equivalents
Cash and cash equivalents include cash, tim e deposits
and ail highly liquid debt instrum ents w ith an original
m aturity of three months or less.
MAXUS ENERGY CORPORATION
C o n s o lid a te d S ta te m e n t o f C ash F low s

Year Ended December 31,
1991
1992
1993
(In millions)
Cash Flows From Operating Activities:
Net income (loss) ..................................................................................................................
$ (49.4)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Extraordinary item ..............................................................................................................
7.1
Cumulative effect of change in accounting principle..................................................................
4.4
Depreciation, depletion and amortization.................................................................................
153.6
Dry hole costs....................................................................................................................
5.7
Write-off of insurance receivable...........................................................................................
—
Income taxes.....................................................................................................................
22.3
Interest expense on zero-coupon convertible notes...................................................................
—
Net gain on sales of assets..................................................................................................
(13.8)
Postretirement benefits.......................................................................................................
6.6
Other................................................................................................................................
33.0
Changes in components of working capital:
Receivables.....................................................................................................................
(21.5)
Inventories, prepaids and other current assets.....................................................................
(6.4)
Accounts payable.............................................................................................................
9.0
Accrued liabilities.............................................................................................................
(5.2)
Taxes payable..................................................................................................................
(8.8)
Deferred revenue..............................................................................................................
—
Net cash provided by operating activities...............................................................................
136.6
Cash Flows From Investing Activities:
Expenditures for properties and equipment— including dry hole costs.............................................
(340.0)
Expenditures for investments..................................................................................................
(20.4)
Proceeds from sales of assets .................................................................................................
20.4
Proceeds from sale/maturity of short-term investments................................................................
171.3
Purchases of short-term investments........................................................................................
(53.1)
Restricted cash.....................................................................................................................
(35.5)
Other...................................................................................................................................
(20.4)
Net cash used in investing activities......................................................................................
(277.7)
Cash Flows From Financing Activities:
Net borrowings from joint venture partners.................................................................................
4.4
Proceeds from issuance of short-term debt...............................................................................
38.5
Repayment of short-term debt.................................................................................................
(32.7)
Proceeds from issuance of long-term debt.................................................................................
412.5
Repayment of long-term debt..................................................................................................
(203.7)
Proceeds from issuance of Common Stock...............................................................................
—
Proceeds from issuance of Preferred Stock...............................................................................
85.7
Proceeds from issuance of Stock Warrants...............................................................................
—
Dividends paid.......................................................................................................................
(41.7)
Net cash provided by (used in) financing activities...................................................................
263.0
Net increase (decrease) in cash and cash equivalents.....................................................................
121.9
Cash and cash equivalents at beginning of year......................................................................................... 6.8
Cash and cash equivalents at end of year......................................................................................
$ 128.7

$ 74.2

$ (11.2)

174.4
12.9
19.6
3.6

203.6
17.5

(3.7)

(7.6)
8.4
(9.0)

29.8

16.7

( 12 .8)
( 2 .2 )
(2. 1)

23.3
4.9
(12.4)
(15.4)
(2.9)
21.7
237.6

30.5
(5.4)
(21.7)
297.1
(261.1)
(21.4)
14.1
32.7
(146.7)
(104.5)
(6.9)
(493.8)

(. 1)
332.0
(291.9)
178.9

(272.3)
(17.4)
76.6
20.2
(22.2)

(4.2)
(14.0)
(233.3)

(. 2)

210.2

(196.4)
17.0

10.0
(41.7)
187.2
(9.5)
16.3
$

6.8

(41.7)
( 11. 1)
(6.8)
23.1
$ 16.3
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note One (In Part): S ignificant Accounting Policies

Statement of Cash Flows
Investments with m aturities of three months or less at the
tim e of acquisition are considered cash equivalents for
purposes of the accompanying Consolidated Statement
of Cash Flows. Short-term investments include U.S. Treas
ury notes and investments with m aturities over three
months but less than one year. The Company also enters
into agreements to sell and repurchase U.S. Treasury

notes. The liabilities to repurchase securities sold under
these agreements are reported as current liabilities and
the investments acquired with the funds received from the
securities sold are included in short-term investments.
Net cash provided by operating activities reflects cash
receipts for interest income and cash payments for
interest expense and income taxes as follows:
1993
Interest income
Interest expense
Income taxes

1992

$11.3
82.0
73.4

$

6.4
80.9
104.1

1991
$

1.7
78.0
143.1

OUTBOARD MARINE CORPORATION
S ta te m e n t o f C o n s o lid a te d C ash Flow s
Years Ended September 30,

1993

1992

1991

(Dollars in millions)
Cash Flows from Operating Activities
Net earnings (lo s s )................................................................................................................................................. . . .
Adjustments to reconcile net earnings to net cash provided by operating activities:
Cumulative effect of changes in accounting p rin c ip le s .............................................................................
Noncurrent asset write d o w n s ................ ....................................................................................................
Depreciation and a m o rtiz a tio n ........................................................................................................................
Changes in current accounts excluding the effects of acquisitions and noncash transactions:
Decrease in receivables.................................................................................................................................
Decrease in inventories.................................................................................................................................
Decrease in other current a s s e ts ...............................................................................................................
Increase (decrease) in accounts payable, accrued liabilities and income ta x e s ................................
Increase (decrease) in deferred items
Other, n e t..........................................................................................................................................................

$(282.5)
117.5
78.2
55.6

$

1.9
—
—
60.7

$ (8 4 .3 )
—
22.4
67.6

10.8
18.6
30.2
36.0
(25.8)
1.0

11.6
8.4
4.8
7.4
(2.3)
(1.5)

51.8
56.5
37.9
(44.9)
17.7
1.0

39.6

91.0

125.7

Cash Flows from Investing Activities
Acquisitions (excluding cash a c q u ire d ).............................................................................................................
Expenditures for plant and equipment, and to o lin g .........................................................................................
Proceeds from sale of plant and e q u ip m e n t....................................................................................................
Other, n e t .................................................................................................................................................................

(14.9)
(50.0)
3.8
9.2

—
(40.6)
4.8
—

(2.4)
(36.1)
6.4
(2.7)

Net cash used fo r investing a c tiv itie s ....................................................................................................

(51.9)

(35.8)

(34.8)

19.4
_

Net cash provided by operating a c tiv itie s .............................................................................................

Cash Flows from Financing Activities
Net increase (decrease) in short-term d e b t......................................................................................................
Proceeds from long-term debt is s u e d ...............................................................................................................
Payments of long-term debt, including current m a tu ritie s ...........................................................................
Cash dividends p a id ...............................................................................................................................................
Other, n e t .................................................................................................................................................................

—
(15.3)
(7.9)
(1.5)

(47.0)
72.7
(10.9)
(7.9)
—

Net cash provided by (used for) financing a c tiv itie s ...........................................................................

(24.7)

6.9

—

(33.5)
(9.7)
(.1)
(23.9)

Exchange rate effect on cash .................................................................................................................................

(1.2)

.9

Net increase (decrease) in cash and cash e q u iva le n ts......................................................................................
Cash and cash equivalents at beginning of y e a r ..................................................................................................

(38.2)
142.6

63.0
79.6

64.3
15.3

(2.7)

Cash and cash equivalents at end of y e a r............................................................................................................. . . .

$ 104.4

$142.6

$ 79.6

Supplemental Cash Flow Disclosures
Interest p a id ............................................................................................................................................................. . . .
Income taxes paid (re fu n d e d ).............................................................................................................................

$

$ 27.1
(2.6)

$ 32.8
(60.0)

21.3
9.1
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6. Cash
For purposes of the Statement of Consolidated Cash
Flows, marketable securities purchased with an original
m aturity of three months or less are considered cash
equivalents. The carrying amount of these marketable
securities approximates fair value because of the short
m aturity of these instruments.

The company’s domestic banking system provides for
the daily replenishm ent of major bank accounts for check
clearing requirements. Accordingly, outstanding checks
of $17.9 m illion and $28.5 m illion that had not yet been paid
by the banks on September 30, 1993, and 1992, respec
tively, were reflected in trade accounts payable in the
Statement of Consolidated Financial Position.

TEM TEX INDUSTRIES, INC.
C o n s o lid a te d S tate m en ts o f C ash Flow s

Years Ended August 31,
1993
1992
1991
(In thousands)
Operating Activities
Net income (loss) ...........................................................................................................................
Adjustments to reconcile net income (loss) to net cash provided by operating activities;
Depreciation, depletion and am ortization...............................................................................
Provision in lieu of income ta x e s .............................................................................................
Extraordinary gain from utilization of operating loss c a rry fo rw a rd ..................................
Gain on disposition of buildings and e q u ip m e n t..................................................................
Restructuring c h a rg e .................................................................................................................
Provision fo r doubtful a cco u n ts...............................................................................................
Provision fo r losses on assets related to discontinued o p e ra tio n s ..................................
Changes in operating assets and liabilities:
Accounts re c e iva b le ...............................................................................................................
In v e n to rie s ...............................................................................................................................
Prepaid expenses and other a s s e ts ....................................................................................
Accounts payable and accrued expenses...........................................................................
Income taxes payable.............................................................................................................

Net Cash Used In Financing A c tiv itie s ...............................................................................
(Decrease) Increase In Cash and Cash E q u iva le n ts....................................................................
Cash and cash equivalents at beginning of y e a r...........................................................................

Supplemental Disclosure Of Noncash Activities
Property purchased under capitalized leases
Charges to allowance for doubtful accounts .

NOTES JO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): S ignificant Accounting Policies

Cash Equivalents
The Company considers all highly liquid investments with
a m aturity of three months or less when purchased to be
cash equivalents.

$ (365)

$ 1,587

815

859

—

—

842
530
(530)
(23)

—

—

(291)
98
—

(229)
419
232
—

(360)
1,027
361
(334)
11
1,330

(874)
(407)
(107)
975
9
512

(1,569)
(1,304)
(231)
1,647
136
1,357

(533)
300
—
(233)

(781)
251
(530)

(1,173)
45
58
(1,070)

205

1,088

469

(1,391)
(1,186)
(89)
679
$ 590

(1,315)
(227)
(245)
590
$ 345

(691)
(222)
65
345
$ 410

$
$
$

$ 31
$ 154
$ 436

$ 140
$ 165
$ 427

—

Net Cash Provided By Operating A c tiv itie s .........................................................................
Investing Activities
Purchases of property, plant and equipm ent.............................................................................
Proceeds from disposition of property, plant and e q u ip m e n t................................................
Proceeds from disposition of assets related to discontinued o p e ra tio n s ...........................
Net Cash Used In Investing A ctiv itie s ..................................................................................
Financing Activities
Proceeds from revolving line of credit and long-term b o rro w in g s .......................................
Principal payments on revolving line of credit, long-term obligations and indebtedness
to related p a r tie s ........................................................................................................................

3

$

62
156
476

—

—

197
75

Note D (In Part): Notes Payable and Long-Term D ebt
The Company made interest payments in 1991,1992 and
1993, respectively, of $608,000, $533,000 and $460,000.
Note H (In Part): Incom e Taxes
The Company made income tax payments in 1991,1992
and 1993, respectively, of $11,000, $36,000 and $39,000.
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Discontinued Operations
ALLIANT TECHSYSTEMS INC.
S tatem ents o f Cash F lo w s

(Dollars In thousands)
Operating Activities
Net Income (loss)...............................................
Adjustments to net income (loss) to arrive
at cash provided by operating activities:
Restructuring charges—noncash portion.........
Cumulative effect of change in accounting
net of income taxes..................................
Depreciation................................................
Amortization of intangible assets.....................
Loss on sale of discontinued operations..........
Losses on disposition of property...................
Deferred income taxes...................................
Changes in assets and liabilities:
Receivables.............................................
Inventories............ ..................................
Accounts payable......................................
Advance payments from customers..............
Accrued compensation...............................
Accrued income taxes...............................
Other assets and liabilities..........................
Discontinued operations—noncash
charges and working capital changes.......
Cash provided by operating activities........................
Investing Activities
Property additions...............................................
Proceeds from the disposition of property..............
Proceeds from sale of discontinued operations.......
Proceeds from sale of note receivable...................
Investing activities of discontinued operations.........
Other investing activities, net...............................
Cash used for investing activities.............................
Financing Activities
Payments made on long-term debt......................
Proceeds from exercised stock options.................
Other financing activities, net...............................
Net settlements with Honeywell............................
Net change in allocated portion of Honeywell debt ..
Proceeds from long-term borrowings.....................
Cash provided by (used for) financing activities.........
Increase in cash and cash equivalents......................
Cash and cash equivalents at beginning of period.......
Cash and cash equivalents at end of period ..............

Year Ended
March 31,1993

Year Ended
March 31,1992

Three Months Ended
March 31,1991

Year Ended
December 31,1990

$(114,197)

$ 38,795

$ 4,769

$ 24,400

109,669

—

—

—

31,181
25,151
1,779
28,703
493
(13,475)

—
27,600
1,595
—
2,728
11,688

7,127
2,269
—
—
(5,901)

—
28,657
3,949
—
1,927
(3,379)

(23,668)
39,695
(18,287)
(10,103)
(1,831)
(2,117)
(13,868)

31,345
(39,112)
13,725
8,561
2,716
3,544
(4,522)

31,503
29
(13,538)
(3,053)
(3,967)
(1.172)
(3,306)

(109,651)
48,646
23,112
(7,178)
(4,308)
5,228
15,040

4,452
43,577

(1.213)
97,450

5,495
20,255

7,444
33,887

(11,319)
279
6,000
8,000
(2,507)
(1.885)
(1.432)

(19,482)
370

(5,492)
46
—

(25,463)
842

(21,251)

(6,499)

(30,517)

(36,619)
1,309
—
—
—
—
(35,310)
6,835
74,451
$ 81,286

(23,000)
1,839
(3,245)
—
—
—
(24,406)
51,793
22,658
$74,451

(5,750)
552
577
—
—
—
(4,621)
9,135
13,523
$ 22,658

(5,750)
—
16,615
(56,742)
(111,381)
165,000
7,742
11,112
2,411
$ 13,523

—
—

(2,139)
—

—

—

(1.053)
—

—
—

(5,896)
—

Cash Flows from Operating Activities

NOTES TO FINANCIAL STATEMENTS
(D ollars in thousands, except per share am ounts)
2 (In Part): S ignificant Accounting Policies

Cash Equivalents
Cash equivalents are all highly liquid, tem porary cash
investments purchased with original m aturities of three
months or less. The fair market value of such investments
at March 3 1 ,1993, approximates cost.
10 (In Part): Long-Term Debt and Interest
Interest paid and received in the periods since the spin-off
are shown as follows:

Year ended March 31,1993
Year ended March 31,1992
Three months ended March 31,1991
Year ended December 31,1990

Interest
Paid
$11,634
$18,609
$ 4,237
$ 732

Interest
Received
$976
$582
$479
$663

15 (In Part): Incom e Taxes
Income taxes paid (refunded) in the fiscal years ended
March 3 1 ,1993, and 1992, the three-month period ended
March 31, 1991, and the 1990 spin-off period totaled
$(9,895), $9,071, $11,148, and $304, respectively.
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SUNDSTRAND CORPORATION
C o n s o lid a te d S ta te m e n t o f C ash F low s

Years Ended December 31,
1993
1992
1991
(Amounts in millions)
Cash flow from operating activities:
Net earnings (loss) ................................................................................................................
Adjustments to reconcile net earnings (loss) to net cash provided by operating activities:
Depreciation.......................................................................................................................
Amortization.......................................................................................................................
Deferred income taxes.........................................................................................................
Postretirement benefits other than pensions— cumulative effect..................................................
Settlements of losses on long-term contracts..........................................................................
Change in operating assets and liabilities excluding the effects of acquisitions and divestitures:
Accounts receivable.........................................................................................................
Inventories.....................................................................................................................
Other assets...................................................................................................................
Accounts payable.............................................................................................................
Accrued expenses.............................................................................................................
Cash provided by (used for) discontinued SDC business...........................................................
Pretax gain on sale of SDC..................................................................................................
Other................................................................................................................................
Total adjustments.............................................................................................................
Net cash provided by operating activities.......................................................................................

$140.7

$(121.7)

$108.8

69.3
18.8
5.4
—
(4.6)

66.6
16.3
(184.7)
319.9
(3.3)

60.9
12.6
(15.7)
—
(10.4)

40.8
41.0
11.0
(7.1)
(16.9)
11.7
(90.0)
21.7
101.1
241.8

(3.4)
26.6
35.7
(5.0)
54.4
17.2
—
11.9
352.2
230.5

(.5)
10.5
22.6
(12.8)
.2
(1.3)
—
8.3
74.4
183.2

Cash flow from investing activities:
Cash paid for property, plant and equipment..............................................................................
Proceeds from sale of property, plant and equipment.................................................................
Cash paid for Milton Roy, net of cash acquired............................................................................
Cash paid for Electrical Systems Division...................................................................................
Investment in equity companies...............................................................................................
Proceeds from sale of discontinued SDC business.......................................................................
Cash used for discontinued SDC business.................................................................................
Net cash provided by (used for) investing activities........................................................................
Cash flow from financing activities:
Net payments under lines of credit...........................................................................................
Principal payments on long-term debt......................................................................................
Issuance of long-term debt......................................................................................................
Additional debt for Milton Roy acquisition...................................................................................
Additional debt for Electrical Systems Division acquisition............................................................
Purchase of treasury stock......................................................................................................
Cash used for discontinued SDC business.................................................................................
Dividends paid.......................................................................................................................
Net cash provided by (used for) financing activities........................................................................

(58.2)
10.0
—
—
(1.1)
193.2
^
143.9

(75.4)
9.8
—
(128.0)
(3.0)
—
(5.2)
(201.8)

(67.0)
10.6
(125.3)
—
(6.3)
—
(6.2)
(194.2)

(32.4)
(164.1)
—
—
—
(124.2)
—
(42.5)
(363.2)

—
(112.5)
5.6
—
128.0
—
(.2)
(42.5)
(21.6)

—
(267.7)
200.0
125.3
—
—
(.4)
(39.7)
17.5

Effect of exchange rate changes on cash......................................................................................
increase (decrease) in cash and cash equivalents..........................................................................
Cash and cash equivalents at January 1........................................................................................
Cash and cash equivalents at December 31...................................................................................

(12.3)
10.2
5.2
$ 15.4

(10.3)
(3.2)
8.4
$ 5.2

(4.0)
2.5
5.9
$ 8.4

Supplemental cash flow information:
Interest paid..........................................................................................................................
Income tax paid.....................................................................................................................

$ 45.8
$ 72.3

$ 59.9
$ 62.6

$ 73.8
$ 75.7

NOTES TO CONSOLIDATED FINANCIAL S TATEMENTS

Summary o f S ignificant Accounting Policies (In Part)

Cash Equivalents are considered by the Company to be
all highly liquid debt instruments purchased with original
maturities of three months or less.

C ash Flows from O perating Activities
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Extraordinary Items
CHAMPION INTERNATIONAL CORPORATION
S ta te m e n t o f C o n s o lid a te d C ash Flow s

Years Ended December 31,

1993

1992

1991

(In thousands of dollars)
Cash flows from operating activities
Net income (loss).................................................................................................. .
Adjustments to reconcile net income (loss) to net cash provided by operating activities
Extraordinary ite m .............................................................................................
Cumulative effect of accounting changes................................................................
Depreciation expense..........................................................................................
Cost of timber harvested .....................................................................................
Gain on sale of assets..........................................................................................
Deferrals of pre-operating and start-up costs...........................................................
(Increase) decrease in receivables........................................................................
(Increase) in inventories......................................................................................
(Increase) decrease in prepaid expenses................................................................
(Decrease) in accounts payable and accrued liabilities.............................................
(Decrease) increase in income taxes payable...........................................................
Increase (decrease) in other liabilities...................................................................
(Decrease) increase in deferred income taxes.........................................................
All other— n e t....................................................................................................
Net cash provided by operating activities............................................................

$ (156,243)

$(440,394)

14,266
7,523
360,240
83,194
(9,973)
(18,819)
(28,235)
(13,529)
(2,789)
(61,296)
(3,032)
21,164
(26,843)
35,167
200,795

454,314
338,004
72,496
(103,778)
(16,999)
(11,274)
(4,830)
5,091
(10,263)
(1,517)
(2,027)
(11,904)
(9,144)
257,775

282,310
59,261
(92,705)
(42,340)
18,514
(1,194)
5,502
(887)
1,895
(2,252)
17,197
84,068
369,712

Cash flows from investing activities
Expenditures for property, plant and equipment.........................................................
Timber and timberlands expenditures.......................................................................
Purchase of investments........................................................................................
Proceeds from redemption of investments ................................................................
Proceeds from sales of property, plant and equipment and timber and timberlands.........
All other— net......... ............................................................................................
Net cash used in investing activities.......................................................................

(475,633)
(130,147)
(123,978)
230,561
304,773
(17,448)
(211,872)

(622,976)
(95,313)
(203,424)
145,461
174,417
(9,096)
(610,931)

(603,668)
(57,801)
(59,627)
43,457
130,328
49,578
(497,733)

Cash flows from financing activities
Proceeds from issuance of long-term debt................................................................
Payments of current installments of long-term debt and long-term debt........................
Cash dividends paid...............................................................................................
All other— net.......................................................................................................
Net cash provided by financing activities................................................................

1,382,715
(1,307,090)
(46,334)
1,580
30,052

770,052
(439,646)
(46,326)
(6,942)
277,138

1,247,611
(991,320)
(67,273)
(7,281)
181,737

Increase (decrease) in cash and cash equivalents .........................................................

18,975

(76,018)

53,716

36,678
55,653

112,696
$ 36,678

58,980
$ 112,696

225,764
11,867

$201,925
15,181

$ 196,463
(6,075)

Cash and cash equivalents
Beginning of period...............................................................................................
End of period....................................................................................................... .
Supplemental cash flow disclosures
Cash paid during the year for
Interest (net of capitalized amounts)......................................................................... .
Income taxes (net of refunds).................................................................................
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

C. Cash and Cash Equivalents
Cash and cash equivalents includes all highly liquid
investments with original maturities of three months or
less. Short-term investments are investments which
mature within twelve months but which do not meet the
criteria of cash equivalents.

$

$

$

40,343
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Cumulative Effect Of Accounting Change
CTS CORPORATION
C o n s o lid a te d S tate m en ts o f C ash Flow s

Years Ended December 31,
1992
1993
1991

(In thousands of dollars)
Cash flows from operating activities:
Net earnings...........................................................................................................
Adjustment to reconcile net earnings to net cash provided by operating activities:
Cumulative effect of change in accounting for:
Postretirement benefits......................................................................................
Income taxes....................................................................................................
Depreciation and amortization.................................................................................
Deferred income taxes ..........................................................................................
Gain on sale of property, plant and equipment...........................................................
Translation loss....................................................................................................
Deferred compensation..........................................................................................
Provision for disposition of operations.....................................................................
Changes in:
Accounts receivable...........................................................................................
Inventories.......................................................................................................
Prepaid pension expense....................................................................................
Other ..............................................................................................................
Accounts payable and accrued liabilities................................................................
Income taxes payable ........................................................................................
Total adjustments...............................................................................................
Net cash provided by operating activities.....................................................................
Cash flows from investing activities:
Proceeds from sale of property, plant and equipment....................................................
Capital expenditures.................................................................................................
Other.....................................................................................................................
Cash used in discontinued operations........................................................................
Net cash used in investing activities............................................................................
Cash flows from financing activities:
Proceeds from issuance of long-term obligations.........................................................
Payments of long-term obligations..............................................................................
(Decrease) Increase in notes payable..........................................................................
Stock options exercised...........................................................................................
Dividends paid .......................................................................................................
Net cash used in financing activities..........................................................................
Effect of exchange rate changes on cash........................................................................
Net increase in cash....................................................................................................
Cash at beginning of year.............................................................................................
Cash at end of year....................................................................................................
Supplemental cash flow Information
Cash paid during the year for:
Interest..............................................................................................................
Income taxes— net ...............................................................................................

.........

$ 1,956

.........
.........
.........
.........
.........
.........
.........
.........

5,096
(482)
12,143
767
(17)
384
91
—

—
—
11,665
303
(944)
92
88
621

13,102
741
(3,652)
130
85
366

.........
.........
.........
.........
.........
.........
.........
.........

(2,747)
1,163
(5,986)
1,941
1,627
1,629
15,609
17,565

2,473
3,442
(4,907)
(2,114)
2,258
(2,040)
10,937
12,838

(2,272)
4,534
(4,915)
2,910
(239)
1,071
11,861
16,075

.........
.........

998
(11,696)

1,401
(8,831)
129

6,963
(15,967)

—

........
.........

—

(10,698)

$ 1,901

—

7,872
(5,042)
40
34
(3,845)
(941)
(130)
4,748
13,383
$18,131

$ 1,526
557

(2,061)
(1,342)
(446)
5,079
18,455
$ 23,534

.........
.........

$ 1,076
1,294

$ 1,206
2,819

—

—

(7.301)
2,938
(2,348)
(2,319)
465
(3,857)
(5,121)
(92)
324
18,131
$18,455

—

—

(1.252)
(10,256)

—

.........
.........
.........
.........
.........
.........
.........
.........
.........
.........

(6,179)
6,898

$ 4,214
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EG&G, INC.
C o n s o lid a te d S ta te m e n t o f C ash Flow s

For the Three Years Ended January 2 , 1994
1993

1992
(Dollars in thousands)

Cash Flows From Operating Activities:
Net income...................................................................................................................
$ 59,071
$ 87,779
Adjustments to reconcile net income to net cash provided by operating activities;
Cumulative effect of accounting changes........................................................................
20,500
—
Depreciation and amortization........................................................................................
37,842
36,292
Losses (gains) on dispositions and investments, n e t.........................................................
(3,176)
(169)
Changes in assets and liabilities, net of effects from companies purchased and divested:
Decrease (increase) in accounts receivable...................................................................
30,167
(689)
Decrease (increase) in inventories...............................................................................
(1,971)
11,179
Increase (decrease) in accounts payable and accrued expenses........................................
(16,798)
2,732
Change in prepaid and deferred taxes..........................................................................
(3,514)
(11,070)
Oth e r.....................................................................................................................
(9,984)
1,753
Net Cash Provided by Operating Activities........................................................................
112,137
127,807
Cash Flows From Investing Activities:
Capital expenditures.......................................................................................................
(27,860)
(22,446)
Proceeds from dispositions of businesses and sales of property, plant and equipment...................
9,503
2,593
Cost of acquisitions, net of cash and cash equivalents acquired.............................................
(32,186)
(58,070)
Funds held in escrow ......................................................................................................
—
—
Purchases of investment securities....................................................................................
(2,503)
(1,111)
Proceeds from sales of investment securities.......................................................................
7,813
5,275
Net Cash Used in Investing Activities .................................................................................
(45,233)
(73,759)
Cash Flows From Financing Activities:
Changes in commercial paper...........................................................................................
2,997
(10,428)
Other changes in debt......................................................................................................
(17,752)
(7,396)
Proceeds from issuing common stock....................................................................................
26,168
28,599
Purchases of common stock.................................................................................................
(45,019)
(28,605)
Cash dividends..................................................................................................................
(29,358)
(27,575)
Net Cash Used in Financing Activities.....................................................................................
(62,984)
(45,405)
Effect of exchange rate changes on cash and cash equivalents..................................................
(1,487)
(1,916)
Net Increase in Cash and Cash Equivalents............................................................................
2,433
6,727
Cash and cash equivalents at beginning of year...........................................................................
69,752
63,025
Cash and cash equivalents at end of year.................................................................. .........
$ 72,185
$ 69,752
Supplemental Disclosures of Cash Flow Information:
Cash paid during the year for:
Interest.......................................................................................................................
$ 6,819
Income taxes...................................................................................................................
36,642
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): Summary o f S ignificant Accounting Policies

Cash Flows
For purposes of the Consolidated Statement of Cash
Flows, the Company considers all highly liquid instru
ments w ith a purchased m aturity of three months or less
to be cash equivalents. The carrying amount of cash
and cash equivalents approximates fair value due to the
short m aturities.

$ 7,486
44,985

1991

$ 81,242
33,726
530
(15,398)
(2,069)
14,073
(4,492)
(3,183)
104,429
(26,617)
4,531
(23,624)
21,112

(3,431)
14,473
(13,556)
(35,319)
(214)
21,668
(24,230)
(23,453)
(61,548)

___ 458
28,867
34,158
$ 63,025

$ 9,445
45,452
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Nonhomogeneous Operations
QUAKER STATE CORPORATION
C o n s o lid a te d S ta te m e n t o f C ash Flow s

Years Ended December 31,
Cash flows from operating activities
Net income (loss) ...................................................................................................... ..
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation, depletion and amortization.....................................................................
Deferred income taxes and investment tax credit.........................................................
Postretirement benefits other than pensions................................................................
Unusual items— noncurrent......................................................................................
Loss on disposition of discontinued coal operations.....................................................
Cumulative effect of changes in accounting principles..................................................
Increase (decrease) from changes in:
Receivables.........................................................................................................
Inventories.........................................................................................................
Other current assets.............................................................................................
Accounts payable................................................................................................
Accrued liabilities.................................................................................................
Other..................................................................................................................
Increase (decrease) from changes in insurance operations:
Realized investment gains ....................................................................................
Deferred policy acquisition costs............................................................................
Unearned premiums.............................................................................................
Other..................................................................................................................
Net cash provided by operating activities...................................................................
Cash flows from investing activities
Proceeds from disposal of property and equipment.........................................................
Capital expenditures, including acquisitions...................................................................
Proceeds from sale of bonds and securities...................................................................
Purchase of bonds and securities.................................................................................
Proceeds from sale of coal assets ...............................................................................
Net cash provided by (used in) investing activities.......................................................
Cash flows from financing activities
Dividends paid...........................................................................................................
Proceeds from long-term debt....................................................................................
Payments on long-term debt........................................................................................
Net cash used in financing activities..........................................................................
Net increase (decrease) in cash and cash equivalents.........................................................
Cash and cash equivalents at beginning of year:
Other than insurance..................................................................................................
Insurance..................................................................................................................
Total cash and cash equivalents at beginning of year..........................................................
Cash and cash equivalents at end of year:
Other than insurance..................................................................................................
Insurance..................................................................................................................
Total cash and cash equivalents at end of year................................................................... ,..

1993

1992
(In thousands)

1991

$ 13,702

$ (93,848)

$ 22,709

28,758
3,380
2,810

35,083
(4,900)
5,600
3,200
37,700
62,600

35,251
(7,725)

4,274
12,036
2,265
3,267
(25,028)
(8,621)

(5,711)
(2,958)
8,304
(5,453)
(17,753)
7,694

11,958
(9,934)
4,314
(9,326)
4,264
(9,716)

(9,345)
(376)
11,867
8,246
47,235

(2,285)
1,034
3,191
327
31,825

(2,981)
5,786
5,435
529
43,394

1,741
(29,760)
105,052
(112,206)
6,261
(28,912)

6,806
(25,706)
41,520
(46,786)
47,929
23,763

7,207
(32,037)
61,855
(72,473)

(16,310)
223
(27,956)
(44,043)
(25,720)

(21,720)
93,918
(101,535)
(29,337)
26,251

(21,704)
27,528
(10,750)
(4,926)
3,020

34,146
7,202
41,348

9,305
5,792
15,097

6,132
5,945
12,077

6,220
9,408
$ 15,628

34,146
7,202
$ 41,348

9,305
5,792
$ 15,097

—
—

—

—
—

—
(7,170)

—

(35,448)

C ash Flows from O perating A ctivities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

h. Cash equivalents
Other than insurance company investments the company
considers all highly liquid debt instrum ents purchased
with a m aturity of three months or less to be cash
equivalents.
14. Supplem ental Cash Flow Inform ation:

(In thousands)
Cash paid during the year for:
Interest, net of amounts capitalized
Income taxes
Noncash investing activities:
Supplemental receivable
Preferred stock

1993

1992

1991

$5,717 $ 6,126 $ 6,775
11,671
9,714 14,581
—

$18,800
10,000

—

In 1992, as a result of the bankruptcy of the purchaser of
the McKean and Emlenton plants, the company elim i
nated preferred stock and deferred income, associated
with the sale, from the Consolidated Balance Sheet.
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Appreciation Of Zero Coupon Bonds
HALLIBURTON COMPANY
C onsolid ated S tatem ents o f Cash Flow s

Years Ended December 31,

(Millions of dollars)_______________________________________________________________ 1993_______ 1992_______ 1991
Cash flows from operating activities
Net income (loss) ..................................................................................................................
$(161.0)
Adjustments to reconcile net income (loss) to net cash from operating activities:
Depreciation and amortization...................................................................................................
452.0
Benefit for deferred income taxes..............................................................................................
(17.5)
Appreciation of zero coupon bonds........................................................................................
20.3
Distributions from (advances to) related companies, net of equity in (earnings) or losses..............
4.7
Changes in accounting methods...........................................................................................
—
Other noncash item s...........................................................................................................
11.5
Other changes, net of noncash items
Receivables..........................................................................................................................
(40.9)
Inventories................................................................. ...................................................
1.9
Insurance loss reserves, net of reinsurance recoverables.......................................................
3.5
Accounts payable and other........................................ ....................................................
(31.4)
Total cash flows from operating activities.......................................................................................
243.1

$(137.3)

$ 26.6

360.0
(67.0)
19.2
64.9
13.8
(22.1)

294.5
(23.6)
14.6
11.5
—
9.5

108.1
103.2
(62.0)
0.8
381.6

(43.3)
(4.8)
50.4
(49.2)
286.2

Cash flows from investing activities
Payments for purchases of property, plant and equipment................................................................
(246.9)
Receipts from sales of property, plant and equipment..................................................................
29.9
Payments for acquisitions of businesses, net of cash acquired.....................................................
(26.7)
Receipts from dispositions of businesses, net of cash disposed....................................................
—
Payments for purchase of marketable investments.......................................................................
(192.5)
Receipts from sales or maturities of marketable investments.............................................................
175.5
Other investing activities.......................................
(81.8)
Total cash flows from investing activities....................................................................................
(342.5)

(315.9)
47.9
(15.7)
21.7
(79.1)
290.6
(88.0)
(138.5)

(425.9)
29.5
(23.0)
0.1
(375.6)
260.2
(72.3)
(607.0)

Cash flows from financing activities
Proceeds from long-term borrowings........................................................................................
Payments on long-term borrowings ..........................................................................................
Net borrowings (payments) of short-term debt............................................................................
Payments to reacquire common stock, net of issues...................................................................
Payments of dividends to shareholders......................................................................................
Other financing activities.........................................................................................................
Total cash flows from financing activities...................................................................................

42.0
(57.8)
(10.3)
(0.5)
(107.3)
(1.9)
(135.8)

495.1
(54.0)
2.5
(0.6)
(106.8)
(6.9)
329.3

—
(57.1)
91.3
(1.0)
(112.2)
(2.0)
(81.0)

Effect of exchange rate changes on cash......................................................................................
(4.1)
Increase (decrease) in cash and cash equivalents..............................................................................
(184.5)
Cash and equivalents at beginning of year.........................................................................................
233.3
Cash and equivalents at end of year.............................................................................................
$ 48.8
Supplemental disclosure of cash flow information
Cash payments during the period for:
Interest..............................................................................................................................
Income taxes.....................................................................................................................
Noncash investing and financing activities:
Liabilities assumed in acquisitions of businesses.....................................................................
Liabilities disposed of in dispositions of businesses.................................................................
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Cash Equivalents
The Company considers all highly liquid investments with
an original m aturity of three months or less to be cash
equivalents.

(5.6)
101.7
131.6
$ 233.3

(0.3)
8.2
123.4
$131.6

$

31.2
56.7

$ 32.8
78.5

$31.8
92.9

$

20.8
3.8

$ 36.4
1.9

$86.9
—

Cash Flows from Operating Activities
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Restructuring Payments
HUNT MANUFACTURING CO.
C o n s o lid a te d S tate m en ts o f C ash F low s

1993
Cash flows from operating activities:
Net income.............................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization.................................................................
Deferred income taxes............................................................................
Loss on disposals of property, plant and equipment....................................
Provision (payments) for relocation and consolidation of operations..............
Issuance of stock under management incentive bonus and stock grant plans..
Changes in operating assets and liabilities:
Accounts receivable............................................................................
Inventories........................................................................................
Prepaid expenses and other current assets.............................................
Accounts payable...............................................................................
Accrued expenses...............................................................................
Other noncurrent assets and liabilities....................................................
Net cash provided by operating activities..................................................
Cash flows from investing activities:
Additions to property, plant and equipment..................................................
Acquisition of businesses..........................................................................
Other, net................................................................................................
Net cash used for investing activities...........................................................
Cash flows from financing activities:
Payments of long-term debt, including current maturities...............................
Purchases of treasury stock.......................................................................
Proceeds from exercise of stock options .....................................................
Dividends paid..........................................................................................
Other, net................................................................................................
Net cash used for financing activities...........................................................
Effect of exchange rate changes on cash and cash equivalents............................
Net increase (decrease) in cash and cash equivalents........................................
Cash and cash equivalents, beginning of year..................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)

For the Fiscal Years
1992
(In thousands)

1991

$ 14,928

$ 13,302

$ 9,586

7,664
(456)
571
(400)
48

7,558
626
119
(2,151)
101

7,467
(651)
128
3,644
250

(1)
(3,041)
(922)
2,847
2,009
(50)
23,197

(710)
2,976
(872)
(1,729)
1,188
34
20,442

(3,196)
1,399
(316)
(278)
3,733
(1.878)
19,888

(10,339)
(1,051)
2
(11,388)

(6,002)

(4,949)

(183)
(6,185)

(18)
(4,967)

(1,209)
(308)
211
(5,639)
(49)
(6,994)
(50)
4,765
6,013
$ 10,778

(11,128)
(365)
1
(5,456)
65
(16,883)
(99)
(2,725)
8,738
$ 6,013

(9,176)
(11)
161
(5,145)
218
(13,953)
238
1,206
7,532
$ 8,738

—

—

13. Cash Flow Inform ation
Cash payments for interest and income taxes (net of
refunds) were as follows:

1 (In Part): Summary o f S ignificant Accounting Policies

Cash Equivalents
The Company considers all highly liquid tem porary cash
investments purchased with a m aturity of three months or
less to be cash equivalents.

Interest paid
Income taxes

1993
$ 580
8,761

1992
$ 863
5,987

1991
$1,889
7,170
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Litigation Settlements
IMC FERTILIZER GROUP, INC.
C o n s o lid a te d S ta te m e n t o f C ash Flow s
Years Ended June 30,

(In millions)_____________________________________________________________________ 1993

1992
1991
Cash Flows From Operating Activities
Net earnings (loss) ................................................................................................................
$(167.1)
$ (74.6)
$ 95.8
Adjustments to reconcile net earnings (loss) to net cash provided by operating activities:
Depreciation and depletion....................................................................................................
61.5
90.2
83.3
Deferred income taxes.........................................................................................................
(78.4)
170.2
13.7
Sterlington litigation settlement.............................................................................................
180.0
Payment of Sterlington litigation settlement............................................................................
(100.0)
Postretirement employee benefits..........................................................................................
82.8
Cash distributions in excess of equity in earnings of oil and gas joint venture...............................
18.6
9.2
Loss on insurance claim settlement......................................................................................
11.4
Gain on sale of ammonia production facility............................................................................
—
(34.2)
Other noncash charges and credits, n e t.................................................................................
8.0
(18.9)
(3.9)
Changes in:
Receivables, net..............................................................................................................
22.3
17.5
(17.9)
Inventories.....................................................................................................................
3.5
(21.7)
8.8
Prepaid expenses.............................................................................................................
(2.3)
(2.7)
(1.3)
Accounts payable.............................................................................................................
(18.9)
(34.8)
18.0
Accrued liabilities.............................................................................................................
(7.3)
(4.8)
13.6
Income taxes..................................................................................................................
12.1
( 11.6)
2.9
______ Net cash provided by operating activities..........................................................................
26.2______ 122.4______ 174.4
Cash Flows From Investing Activities
Capital expenditures ..............................................................................................................
(106.1)
(177.7)
(168.5)
Sales of property, plant and equipment (including $81.1 from sale of ammonia
production facility in 1992) ..................................................................................................
.5
81.7
1.0
Investment in oil and gasjoint venture.......................................................................................
(3.3)
(21.0)
(20.3)
Sale of mineral reserve interests...............................................................................................
— _________— ______ 17.9
______ Net cash used by investing activities...............................................................................
(108.9)
(117.0)
(169.9)
Cash Flows From Financing Activities
Proceeds from issuance of long-term debt, net..........................................................................
246.4
324.3
315.0
Payments of long-term debt....................................................................................................
(66.9)
(312.1)
(90.9)
Cash dividends paid................................................................................................................
(17.8)
(23.8)
(28.0)
Purchase of common stock......................................................................................................
—
— (388.0)
Proceeds from issuance of common stock................................................................................. .............— ________ _______ 196.6
______ Net cash provided (used) by financing activities................................................................
161.7______ (11.6)_______ 4.7
Net increase (decrease) in cash and cash equivalents.....................................................................
79.0_______ (6.2)_______9.2
Cash and cash equivalents— beginning of year...............................................................................
32.6_______ 38.8______ 29.6
Cash and cash equivalents— end of year......................................................................................
$111.6
$ 32.6
$ 38.8
Supplemental cash flow disclosures:
Interest paid..........................................................................................................................
Income taxes paid..................................................................................................................
Supplemental schedule of noncash investing and financing activities:
Issuances of common stock for compensation awards................................................................

$ 73.0
$ 8.8
—

$ 67.2
$ 53.8
$

8.9

$ 49.4
$ 39.8

Cash Flows from Operating Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Accounting Policies

Cash Equivalents
The Company considers all highly liquid investments with
a m aturity date of three months or less when purchased to
be cash equivalents which are reflected at their approxi
mate fair value. The effect of foreign currency exchange
rate fluctuations on the total cash and cash equivalents
balance was not significant.
Note 3. Sterlington Litigation
In May 1991, an explosion occurred at a nitroparaffins
plant in Sterlington, Louisiana, owned by Angus Chemical
Company (Angus) and operated by a subsidiary of the
Company pursuant to a management agreement with
Angus. As a result of the explosion, the Company was
involved in numerous lawsuits in Texas and Louisiana for
property damage and personal injuries allegedly suffered
by individuals. The Company agreed in February 1993 to
pay $32.7 m illion to settle all personal injury claim s in
Texas litigation arising out of the explosion. Approximately
240 personal injury lawsuits, however, remain unresolved
in Louisiana courts.
On April 1, 1993, the Company reached a settlem ent
with Angus and its property insurer (IRI) intended to
resolve all claim s and litigation among the parties arising
out of the explosion, except third party claim s against
Angus in Louisiana or elsewhere. The Company agreed to
the entry of a judgm ent in favor of Angus and IRI in the
amount of $220 m illion that w ill be satisfied in full by the
payment of $180 m illion in installm ents on or before June
30, 1996, plus interest on the unpaid balance. Of this
amount, $100 m illion was paid in installm ents through
June 3 0 , 1993.
The Company recorded a charge to operating earnings
of $169.1 m illio n w hich reflected the settlem ents
described above, net of insurance recoveries and legal
fees. The Company is currently pursuing additional recov
eries from Its insurance carriers. See Note 18 for further
inform ation regarding this matter.
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MINNESOTA M INING AND MANUFACTURING COMPANY
C onsolid ated S tatem ent o f Cash Flow s

For the Years Ended December 3 1 ,1993,1992 and 1991
(Dollars In millions)
Cash Flows from Operating Activities
Net income.............................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Legal settlement....................................................................................
Special charges....................................................................................
Cumulative effect of accounting changes— SFAS Nos. 106 and 109...............
Depreciation..........................................................................................
Amortization..........................................................................................
Deferred income taxes............................................................................
Accounts receivable...............................................................................
Inventories...........................................................................................
Other working capital changes.................................................................
Net cash provided by operating activities ...
Cash Flows from Investing Activities
Capital expenditures ...............................
Disposals of property, plant and equipment .
Acquisitions and other investments............
Proceeds from divestitures and investments
Net cash used in investing activities
Cash Flows from Financing Activities
Net change in short-term debt__
Repayment of long-term debt.......
Proceeds from long-term debt__
Purchases of treasury stock.........
Reissuances of treasury stock.......
Payment of dividends.................
Other ........................................
Net cash used in financing activities..
Effect of exchange rate changes on cash
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year.......
Cash and cash equivalents at end of year.
NOTES TO FINANCIAL STATEMENTS
Accounting Policies (In Part)

Cash and Cash Equivalents
Cash and cash equivalents consist of cash and temporary
investments with m aturities of three months or less when
purchased.
Legal Settlem ent and S pecial Charges
In December 1992, Johnson & Johnson agreed to pay 3M
$129 m illion in settlem ent of a patent lawsuit involving 3M
orthopedic casting materials. 3M received payment in
January 1993.
In 1992, 3M recorded $115 m illion of special charges
designed to enhance com petitiveness and productivity.
About 75 percent of these charges related to asset
write-downs, including rationalization of manufacturing
operations.

1993

1992

1991

$1,263

$1,233

$1,154

129
(29)
—

976
100
(86)
(327)
(161)
226
2,091
( 1, 112)

(129)
115
103
1,004
83
(111)
(142)
(78)
199
2,277

—
—
—

884
85
(117)
(155)
(21)
79
1,909

53
(71)
38
(1.092)

(1.318)
78
(59)
63
(1.236)

(1.326)
76
(35)

48
(80)
150
(706)
181
(721)

(83)
(187)
139
(247)
177
(701)

(1.128)
21
(108)
382
$ 274

(902)
(15)
124
258
$ 382

57
(162)
140
(240)
139
(685)
65
(686)
(62)
(36)
294
$ 258

88

(1.197)

Long-Term D ebt (In Part)
M aturities of long-term debt for the next five years are as
follows: 1994, $79 m illion; 1995, $168 m illion; 1996, $44
m illion; 1997, $41 m illion; and 1998, $159 m illion.
Interest payments included in the Statement of Cash
Flows totaled $53 m illion in 1993, $88 m illion in 1992 and
$118 m illion in 1991.
The company estimates that the fair value of long-term
debt is not m aterially different from the carrying amount of
this debt.
Incom e Taxes (In Part)
Income tax payments included in the Statement of Cash
Flows totaled $802 m illion in 1993, $743 m illion in 1992
and $867 m illion in 1991.

Cash Flows from Operating Activities

495

Employee Benefit Plan Expense
IN L A N D S T E E L IN D U S T R IE S , IN C .

C o n s o lid a te d S ta te m e n t o f C ash F low s

Years Ended December 31,
1992
1993
1991

(Dollars In millions)
Operating Activities
Net loss................................................................................... .........................................
Adjustments to reconcile net loss to net cash provided from (used for) operating activities:
Depreciation.......................................................................... .........................................
Facility shutdown and restructuring provisions............................ .........................................
Deferred income taxes............................................................ .........................................
Deferred employee benefit cost, including cumulative effect of change in accounting principle__
Stock issued for coverage of employee benefit plan expense......... .........................................
Gain on sale of partial interest in joint venture ............................ ......................................
Change in:
Receivables........................................................................ .........................................
Inventories........................................................................ .........................................
Accounts payable................................................................ .........................................
Accrued salaries and wages.................................................. .........................................
Other accrued liabilities....................................................... .........................................
Other deferred Item s.............................................................. .........................................
Net adjustments.............................................................. .........................................
Net cash provided from (used for) operating activities............ .........................................

$ (37.6)

$ (815.6)

$(275.1)

131.8
18.9
(36.8)
38.1
19.1

129.6
(455.7)
1,066.7
13.4
(22.5)

118.2
212.4
(93.7)
(14.3)
14.0
—

(46.4)
(4.2)
34.0
1.6
4.9
(11.4)
149.6
112.0

(27.1)
5.6
22.8
(1.8)
30.0
33.2
794.2
(21.4)

53.8
72.1
(74.0)
(6.7)
4.0
14.3
300.1
25.0

(105.6)
(1.9)
6.5
(101.0)

(64.4)
(6.3)
28.1
(42.6)

(140.2)
(24.9)
13.9
(151.2)

178.7

97.9
—
145.4
(49.4)
(35.8)
(3.5)
154.6
90.6
47.1
$ 137.7

—
72.8
121.4
(39.3)
(37.6)
(2.3)
115.0
(11.2)
58.3
$ 47.1

$

$ 40.4
(12.5)

—

Investing Activities
Capital expenditures.................................................................. .........................................
Investments in and advances to joint ventures, n e t........................ .........................................
Proceeds from sales of assets.................................................... .........................................
Net cash used for investing activities................................... .........................................
Financing Activities
Sale of common stock................................................................ .........................................
Sale of preferred stock..............................................................
Long-term debt issued................................................................ .........................................
Long-term debt retired................................................................ .........................................
Dividends paid.......................................................................... .........................................
Acquisition of treasury stock....................................................... .........................................
Net cash provided from financing activities........................... .........................................
Net increase (decrease) in cash and cash equivalents........................ .........................................
Cash and cash equivalents— beginning of year................................... .........................................
Cash and cash equivalents— end of year......................................... .........................................

46.8
(78.5)
(35.7)
(9.5)
101.8
112.8
137.7
$ 250.5

Supplemental Disclosures
Cash paid (received) during the year for:
Interest (net of amount capitalized)........................................... .........................................
Income taxes, net................................................................... .........................................

$ 76.0
1.9

SU M M A R Y O F ACCO UNTING A N D
FIN A N C IA L PO LIC IES
Cash Equivalents
Cash equivalents reflected in th e Statem ent of Cash
Flows are highly liquid, short-term investm ents w ith m atu
rities of three months or less that are an integral part of the
C om pany’s cash m anagem ent portfolio. T h e carrying
am ount of cash equivalents approxim ates fair value
because of the short m aturity of those instrum ents.

—

—

53.1
(12.3)

CASH FLOWS FROM INVESTING
ACTIVITIES
Paragraphs 15-17 of SFAS No. 95 define those transactions
and events which constitute investing cash receipts and
payments. W ith the exception of certain transactions
described in paragraphs 12-13 of SFAS No. 95 and para
graph 7 of SFAS No. 104, which amends SFAS No. 95, cash
receipts and payments should be reported separately and
not netted. Examples of reporting cash flows from invest
ing activities follow.
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Property Acquisitions/Disposals
GOLDEN ENTERPRISES, INC.
C o n s o lid a te d S tate m en ts o f C ash Flow s

1993
Cash flows from operating activities:
Net income.............................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization..................................................................
Compensation related to stock plan .........................................................
Salary continuation benefits...................................................................
Deferred income taxes............................................................................
Gain on sale of property and equipment....................................................
Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable................................................
(Increase) decrease in inventories............................................................
Decrease (increase) in prepaid expenses ..................................................
(Increase) in other assets— long-term.......................................................
Increase in accounts payable...................................................................
Increase (decrease) in accrued income taxes.............................................
Increase in accrued expenses.................................................................
Net cash provided by operating activities.....................................................

Years Ended May 31,
1992

1991

$ 4,980,583

$ 4,775,157

$ 4,400,695

3,992,862
(7,798)
220,800
(212,000)
(1,193,500)

4,330,048
514,287

5,068,660
(16,116)

(438,000)
(275,587)

(304,000)
(278,999)

(348,226)
(79,198)
32,996
(423,176)
2,240,164
301,473
9,504,980

(1,448)
925,733
(508,527)
(131,734)
144,636
(263,163)
135,077
9,206,479

315,277
(202,861)
553,641
(127,611)
65,706
4,505
60,702
9,539,599

(2,802,535)
2,131,969
(14,143,834)
13,240,000
(1,574,400)

(3,085,383)
921,854
(8,780,000)
8,092,194
(2,851,335)

(1,373,468)
486,561
(11,700,000)
7,198,649
(5,388,258)

Cash flows from financing activities:
Increase (decrease) in checks outstanding in excess of bank balances
Payments of current installment of long-term debt..........................
Purchase of treasury shares.......................................................
Proceeds from sale of treasury stock...........................................
Cash dividends paid .................................................................
Net cash (used in) financing activities.........................................

(2,107,643)
(197,506)
(746,969)
255,600
(5,476,606)
(8,273,124)

(784,657)
(147,538)
(732,896)
438,864
(5,246,782)
(6,473,009)

689,806
(63,808)
(634,763)
(4,956,509)
(4,965,274)

Net (decrease) in cash and cash equivalents....................................
Cash and cash equivalents at beginning of year.................................
Cash and cash equivalents at end of year........................................

(342,544)
1,377,302
$ 1,034,758

(117,865)
1,495,167
$1,377,302

(813,933)
2,309,100
$ 1,495,167

$ 3,093,709
$
3,300

$ 3,585,310
$
7,229

$ 2,932,495
$
14,576

Cash flows from investing activities:
Purchase of property, plant and equipment..................................................
Proceeds from sale of property, plant and equipment....................................
Purchases of marketable securities ............................................................
Proceeds from disposals of marketable securities.........................................
Net cash (used in) investing activities............................................

—

—

—

—

Supplemental information:
Cash paid during the year for:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Cash and Cash Equivalents
The Company considers ail highly liquid investments
purchased with a m aturity of three months or less to be
cash equivalents.
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Investments
AM ERON, INC.
C onsolid ated S tatem ents o f Cash Flow s

________ Year Ended November 30,________
_______________________________________________________________________ 1993__________1992_________ 1991
Operating Activities
Net income (loss).................................................................................................. $(24,255,000)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation......................................................................................................
16,444,000
Benefit for deferred income taxes..........................................................................
(17,759,000)
Equity in (earnings) losses of affiliated companies..................................................
(1,821,000)
Dividends from affiliated companies ....................
3,670,000
Gain from sale of assets......................................................................................
(547,000)
Stock contributed to employee benefit plan............................................................
958,000
Noncash restructuring and asset write-downs.........................................................
28,668,000
Other, n e t.........................................................................................................
(189,000)
Other changes in operating assets and liabilities:
Decrease in receivables......................................................................................
3,744,000
(Increase) decrease in inventories........................................................................
(2,489,000)
(Increase) decrease in other current assets............................................................
357,000
Decrease in long-term assets...............................................................................
332,000
Increase in trade payables, accrued liabilities and income taxes.................................
7,468,000
Increase in long-term liabilities..............................................................................
10,466,000
Net cash provided by operating activities ..................................................................
25,047,000

$ 5,859,000

$ 7,635,000

15,649,000
(958,000)
(2,011,000)
1,063,000
(149,000)
873,000
—
331,000

16,704,000
(1,483,000)
976,000
542,000
(15,171,000)
833,000
8,891,000
384,000

2,224,000)
11,581,000
(5,088,000)
18,000
6,443,000
3,471,000
39,306,000

5,788,000
5,832,000)
(18,000)
816,000
8,407,000
307,000
40,443,000

1,850,000
(14,697,000)
(1,613,000)
(30,000)
(14,490,000)

22,211,000
(21,027,000)
(960,000)
(2,095,000)
(1,871,000)

1,802,000
(26,527,000)
(1,850,000)
(517,000)
(27,092,000)

Financing Activities
Net change in debt with maturities of three months or less.........................................
(221,000)
Issuance of debt....................................................................................................
—
Repayment of debt........................
(15,728,000)
Dividends on common stock...................................................................................
(4,950,000)
Issuance of common stock....................................................................................
70,000
Net cash used in financing activities........................................................................
(20,829,000)
Effect of exchange rate changes on cash and cash equivalents........................................
(437,000)
Net change in cash and cash equivalents..................................................................... (10,709,000)
Cash and cash equivalents at beginning of year............................................................
26,447,000
Cash and cash equivalents at end of year.................................................................... $ 15,738,000

(10,447,000)
15,572,000
(24,552,000)
(4,904,000)
67,000
(24,264,000)
(260,000)
12,911,000
13,536,000
$ 26,447,000

Other cash flow information:
Interest paid......................................................................................................... $11,903,000

$ 10,913,000

$12,486,000

$ 5,337,000

$2,954,000

Investing Activities
Proceeds from sale of assets...................................................................................
Additions to property, plant and equipment................................................................
Investment in life insurance policies....... ..............................................................
Other ..................................................................................................................
Net cash used in investing activities........................................................................

Income taxes paid................................................................................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f Significant Accounting Policies

Cash and Cash Equivalents
Cash equivalents include tim e deposits with m aturities of
three months or less when purchased. At November 30,
1993 and 1992 the C om pany had approxim ately
$7,200,000 and $17,300,000, respectively, invested in such
securities. The carrying value of cash and cash equiva
lents are a reasonable estimate of their fair value.

$ 3,535,000

(2,727,000)
25,000,000
(22,491,000)
(4,862,000)
341,000
(4,739,000)
(459,000)
8,153,000
5,383,000
$13,536,000
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HEWLETT-PACKARD COMPANY
C o n s o lid a te d S ta te m e n t o f C ash Flow s
For the Years Ended O ctober 31,

1993
Cash flows from operating activities:
Net earnings.............................................................................................
Adjustments to reconcile net earnings to net cash provided by operating activities:
Transition effect of 1992 accounting change................................................
Depreciation and amortization...................................................................
Deferred taxes on earnings.......................................................................
Changes in assets and liabilities:
Accounts receivable..............................................................................
Inventories..........................................................................................
Accounts payable.................................................................................
Taxes on earnings.................................................................................
Other current assets and liabilities...........................................................
Other, net...............................................................................................
Cash flows from Investing activities:
investment in property, plant and equipment..................................................
Disposition of property, plant and equipment..................................................
Purchase of short-term investments..............................................................
Maturities of short-term investments............................................................
Purchase of long-term investments................................................................
Maturities of long-term investments..............................................................
Acquisitions, net of cash acquired..................................................................
Other, net..................................................................................................
Cash flows from financing activities:
Increase (decrease) in notes payable and short-term borrowings ......................
Issuance of long-term debt..........................................................................
Payments of current maturities of long-term d e b t...........................................
Issuance of common stock under employee stock plans..................................
Repurchase of common stock.......................................................................
Dividends..................................................................................................
Other, net..................................................................................................
Increase (decrease) in cash and cash equivalents...............................................
Cash and cash equivalents at beginning of year..................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Sum m ary o f S ig nifica nt A ccounting Policies (in Part)

Statement of Cash Flows
The company has classified investments as cash equiva
lents if the original m aturity of such investments is three
months or less.
The company paid income taxes of $293 m illion in 1993,
$459 m illion in 1992 and $335 m illion in 1991. For the
same periods, the company paid interest of $109 m illion,
$84 m illion and $137 m illion, respectively. The effect of
foreign currency exchange rate fluctuations on cash
balances denominated in foreign currencies was not
m aterial. Information about noncash investing activities is
included in the Acquisitions note below.

$1,177

1992
(in millions)
549

$ 755

846
(137)

332
673
(35)

624
(46)

(709)
(1.056)
283
452
200
86
1,142

(480)
(267)
226
31
328
(69)
1,288

(117)
(181)
26
124
314
53
1,552

(1.405)
215
(1.634)
1,283
(22)
22
(86)
23
(1.604)

(1.032)
183
(782)
883
(53)
4
(411)
(58)
(1.266)

(862)
163
(512)
46
(394)
145

(1.414)

807
387
(228)
308
(314)
(228)
(22)
710
248
641
$ 889

186
309
(79)
293
(530)
(183)
(2)
(6)
16
625
$ 641

(350)
131
(428)
251
(79)
(120)
5
(590)
(452)
1,077
$ 625

_

$

1991

_

—
—
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SMITHFIELD FOODS, INC.
C o n s o lid a te d S tate m en ts o f C ash Flow s

Cash flows from operating activities:
Net income...............................................................................................
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
Depreciation and amortization................................................................
(Gain) loss on sale of property, plant and equipment................................
(Increase) decrease in accounts receivable..............................................
(Increase) decrease in inventories..........................................................
(Increase) decrease in prepaid expenses and other current assets..............
(Increase) decrease in other assets.........................................................
Increase in accounts payable, accrued expenses and other liabilities ..........
Cumulative effect of change in accounting for income taxes......................
Decrease in deferred income taxes.........................................................
Other ................................................................................................
Net cash provided by (used in) operating activities.............................................
Cash flows from investing activities:
Capital expenditures...................................................................................
Proceeds from sale of property, plant and equipment......................................
Investments in partnerships........................................................................
Advances related to joint hog production arrangement....................................
Repayment of advances related to joint hog production arrangement.................
Net cash used in investing activities................................................................
Cash flows from financing activities:
Net borrowings on notes payable to banks ...................................................
Proceeds from issuance of long-term debt...................................................
Principal payments on long-term debt..........................................................
Minority interest........................................................................................
Proceeds from issuance of preferred stock...................................................
Proceeds from sale of common stock..........................................................
Proceeds from exercise of options and warrants.............................................
Preferred dividends....................................................................................
Purchase of treasury stock..........................................................................
Net cash provided by financing activities..........................................................
Net increase (decrease) in cash.......................................................................
Cash at beginning of year .............................................................................
Cash at end of year......................................................................................

52 Weeks Ended

52 Weeks Ended

52 Weeks Ended

$ 3,989

$21,635

$ 28,658

20,055
1,169
(13,899)
(43,327)
2,432
(3,489)
6,357
(1,138)
(357)
—
(28,200)

13,064
184
3,395
8,007
(1.869)
(1.986)
9,886
—
—
20
52,336

11,648
(11)
(4,584)
(11.012)
(5,957)
1,585
2,959
—
(1.522)
44
21,808

(87,992)
1,112
(100)
(19,830)
23,330
(83,480)

(75,693)
1,156
(750)
(23,330)
—
(98,617)

(26,518)
471
—

6,627
83,036
(5,303)
644
10,000
16,750
1,642
(365)
—
113,031
1,343
1,736
$ 3,079

12,152
20,000
(7.682)
(141)
—
24,999
3,682
—
(7,643)
45,367
(914)
2,650
$ 1,736

(462)
15,000
(5,861)
74
—
—
296
(3,232)
5,815
1,576
1,074
$ 2,650

Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest, net of amount capitalized............................................................

$ 9,037

$ 5,213

$ 7,256

Income taxes..........................................................................................

$ 5,018

$ 10,823

$ 14,122

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Smithfield-C arroll's Joint Hog
Production Arrangem ent
The Company has an arrangement with affiliates of Carroll’s
Foods, Inc. (“ CFI” ) to produce hogs for the Company’s
meat processing plants. The arrangement involves: (1)
Sm ithfield-Carroll’s Farms, a partnership owned jointly by
the Company and C arroll’s Farms of V irginia, Inc.
(“ CFAV” ), which owns the hog production facilities, and
(2) a long-term purchase contract between the Company
and C arroll’s Foods of Virginia, Inc. (“ CFOV” ), which
leases and operates the facilities, that obligates the Com
pany to purchase all the hogs produced by CFOV at prices

—
—
(26,047)

—

which are equivalent to market at the tim e of delivery. A
director of the Company is the president and a director of
CFI, CFAV and CFOV. In addition, the Company has a
long-term agreement to purchase hogs from CFI at prices
which, in the opinion of the management, are equivalent
to market.
As of May 2 , 1993 and May 3 , 1992, the Company had
investments of $7,701,000 and $7,803,000, respectively, in
the partnership which are accounted for using the equity
method. In addition, as of May 2 , 1993, the Company had
$16,705,000 of working capital and construction loans out
standing to the partnership and $3,125,000 of working
capital loans outstanding to CFOV. These demand loans
are expected to be repaid in the next fiscal year.
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THE UPJOHN COMPANY
C o n s o lid a te d S tate m en ts o f C ash F low s

For the Years Ended December 31,
(Dollar amounts in thousands)_____________________________________________________1993________ 1992_________ 19
1
Cash flows from operations:
Net earnings..............................................................................................................
$392,397
$ 324,322
$ 537,419
Adjustments to reconcile net earnings to net cash provided (required) by operations;
Depreciation and amortization.....................................................................................
173,500
165,581
141,988
Deferred income taxes...............................................................................................
(82,407)
23,001
(52,223)
Restructuring...........................................................................................................
216,000
23,956
5,000
Cumulative effect of accounting changes (net of tax)......................................................
18,906
222,895
—
Other.....................................................................................................................
4,609
(15,312)
(12,072)
Changes in:
Accounts receivable..................................................................................................
31,167
(100,035)
(94,075)
Inventory................................................................................................................
(53,344)
(28,382)
(63,895)
Payables and accruals...............................................................................................
(52,007)
9,779
100,128
Income taxes payable.................................................................................................
1,279
(69,032)
45,779
Other current and noncurrent assets............................................................................
36,613
(13,884)
9,611
Other current and noncurrent liabilities.........................................................................
93,717_______ 54,180______ 68,969
Net cash provided by operations........................................................................................
780,430______ 597,069_____ 686,629
Cash flows provided (required) by investment activities:
Property, plant and equipment additions..........................................................................
(323,510)
(295,399)
(258,138)
Proceeds from sale of property, plant and equipment.......................................................
17,732
5,956
3,225
Proceeds from sale of investments.................................................................................
184,154
226,824
183,958
Purchase of investments...............................................................................................
(249,664)
(436,910)
(422,786)
Proceeds from the sale of discontinued operation............................................................
31,000
—
—
Other.........................................................................................................................
(1,079)_______ 3,187______ (2,495)
Net cash required by investment activities..........................................................................
(341,367)
(496,342)
(496,236)
Cash flows provided (required) by financing activities:
Proceeds from issuance of debt.........................................................................................
340,166
121,867
48,277
Repayment of debt.........................................................................................................
(215,720)
(16,247)
(26,572)
Debt maturing in three months or less................................................................................
(191,238)
133,333
48,736
Dividends paid to shareholders......................................................................................
(265,337)
(252,028)
(223,067)
Purchase of treasury stock............................................................................................
(54,089)
(49,187)
(97,301)
Other.........................................................................................................................
8,984______ 15,394_______ 28,695
Net cash required by financing activities............................................................................
(377,234)______ (46,868)
(221,232)
Effect of exchange rate changes on cash............................................................................
(9,592)_______(2,464)_______ 3,260
Net change in cash and cash equivalents............................................................................
52,237
51,395
(27,579)
Cash and cash equivalents, beginning of year.....................................................................
239,513______188,118______ 215,697
Cash and cash equivalents, end of year..............................................................................
$ 291,750
$ 239,513
$ 188,118
Cash paid during the year for:
Interest (net of capitalized)............................................................................................ $ 34,599
$ 44,219
$ 34,129
Income taxes............................................................................................................... $ 154,984
$ 124,249
$ 126,859
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Summary o f S ignificant Accounting Policies

Cash Equivalents
The company considers all highly liquid debt instrum ents
with an original m aturity of three months or less to be cash
equivalents.
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Loans Receivable
FINA, INC.
C o n s o lid a te d S tate m en ts o f C ash Flow s

Three Years Ended December 31,1993,
1991
1992
1993
(in thousands)
Cash flows from operating activities:
Net earnings (loss)....................................................................................................
Adjustments to reconcile net earnings (loss) to net cash provided by operating activities:
Cumulative effect of accounting change, before tax.....................................................
Depreciation, depletion, amortization, lease impairment, and abandonments...................
Net equity in losses of affiliates...............................................................................
Gain on sale of assets.............................................................................................
Changes in assets and liabilities:
Accounts and notes receivable.................................................................................
Inventories.............................................................................................................
Prepaid expenses and other current assets................................................................
Accounts payable and accrued liabilities...................................................................
Current and deferred income taxes............................................................................
Other...................................................................................................................
Net cash provided by operating activities.......................................................................
Cash flows from investing activities;
Additions to property, plant and equipment...................................................................
Proceeds from sales of assets....................................................................................
Proceeds from sale of notes receivable........................................................................
Investments in and advances to affiliates.......................................................................
Dividends received in excess of equity in earnings of affiliates.........................................
Net cash provided by (used in) investing activities.........................................................
Cash flows from financing activities:
Additions to long-term debt and lease obligations..........................................................
Payments of long-term debt and lease obligations.........................................................
Net change in short-term obligations............................................................................
Issuance of common stock........................................................................................
Sale of treasury shares...............................................................................................
Dividends paid.........................................................................................................
Net cash provided by (used in) financing activities.........................................................
Net increase (decrease) in cash and cash equivalents.......................................................
Cash and cash equivalents at beginning of year................................................................
Cash and cash equivalents at end of year........................................................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

(c) Statements of Cash Flows
For purposes of reporting cash flows, the Company con
siders all certificates of deposit and short-term highly liq
uid debt instruments, such as U.S. Treasury bills and
notes, w ith original m aturities of three months or less to be
cash equivalents.
The Company uses the indirect method to present cash
flows from operating activities. Other supplemental cash
flow inform ation follows;
1993
1992
(In thousands)

1991

Interest paid, net of amounts
capitalized

$52,101

income taxes paid, net of
refunds received

$14,344 $(8,124) $ 6,029

$66,730 $73,133

70,353

$ (10,182)

$ 42,008

___

210,055
5,504
(106,603)

52,000
197,299
6,079
(18,814)

194,446
7,210
(7,754)

148,241
102,982
4,539
(43,408)
(4,645)
(8,728)
378,290

18,670
(41,309)
(384)
(48,337)
(20,235)
(15,522)
119,265

159,331
(75,523)
(2,205)
(67,925)
20,709
(32,498)
237,799

(121,899)
165,288
34,337
(6,369)
1,261
72,618

(179,442)
6,586

(296,590)
14,747

(3,253)
5,520
(170,589)

(7,147)
2,230
(286,760)

1,018,781
(1,352,750)
(70,000)
1,398

400,177
(210,051)
(88,000)
1,027

106,354
(13,753)
(4,000)
2,981
110
(49,705)
41,987
(6,974)
9,776
$ 2,802

$$

—

(49,890)
(452,461)
(1.553)
4,829
$$
3,276

—

—

(49,802)
53,351
2,027
2,802
$ 4,829

___

—

During 1993, the Company term inated a tim e charter relat
ing to a tanker. As a result of the term ination, the capital
lease obligation of $26,501,000 was converted into debt.
In connection with the exchange discussed in Note 6,
the Company transferred nonmonetary assets with an
estimated fair value of $32,000,000 in 1992.
8. Sale o f Accounts and Notes Receivable
During 1993, the Company entered into agreements with
various parties to sell certain accounts and notes receiva
ble with recourse. At December 31, 1993, the Company
has sold $80,000,000 of accounts receivable and
$34,300,000 of long-term notes receivable at face value
under these agreem ents. The C om pany rem ains
obligated to reimburse the purchasers for or repurchase
any uncollectible accounts pursuant to the recourse provi
sions of the agreements.
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MCDONALD’S CORPORATION
C o n s o lid a te d S ta te m e n t o f Cash Flow s
Years Ended Decem ber 31,

(In millions of dollars)
Operating activities
Net income...................................................................................................................
Adjustments to reconcile to cash provided by operating activities
Depreciation and amortization......................................................................................
Deferred income taxes................................................................................................
Changes in operating working capital items
Accounts receivable increase....................................................................................
Inventories, prepaid expenses and other current assets (increase) decrease.....................
Accounts payable increase (decrease)........................................................................
Accrued interest increase (decrease)..........................................................................
Taxes and other liabilities increase (decrease)..............................................................
Other— n e t................................................................................................................
Cash provided by operating activities.......................................................................
Investing activities
Property and equipment expenditures..........................................................................
Sales of restaurant businesses........................................................................................
Purchases of restaurant businesses.................................................................................
Notes receivable additions...............................................................................................
Property sales..............................................................................................................
Notes receivable reductions.............................................................................................
Other ..........................................................................................................................
Cash used for investing activities............................................................................
Financing activities
Notes payable and commercial paper net borrowings supported by line of credit agreements ..
Other long-term financing issuances.................................................................................
Other long-term financing repayments.............................................................................
Treasury stock purchases ...............................................................................................
Preferred stock issuances...............................................................................................
Common and preferred stock dividends............................................................................
Other ..........................................................................................................................
Cash used for financing activities............................................................................
Cash and equivalents increase (decrease) ............................................................................
Cash and cash equivalents at beginning of year.....................................................................
Cash and equivalents at end of year.................................................................................... .
Supplemental cash flow disclosures
Interest paid................................................................................................................. .
Income taxes paid........................................................................................................ .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting P olicies (In Part)

Statement of Cash Flows
The Company considers all highly liquid investments with
short-term maturity dates to be cash equivalents. The
impact of changing foreign currencies on cash and
equivalents was not material.

1993
$ 1,082.5

1992
$

958.6

1991
$

859.6

568.4
52.4

554.9
22.4

514.2
64.7

(48.3)
(9.6)
45.4
(5.1)
26.5
(32.4)
1,679.8

(29.1)
2.2
.8
(27.4)
(68.2)
11.7
1,425.9

(40.9)
.4
(22.7)
27.5
85.2
(64.8)
1,423.2

(1,316.9)
114.2
(64.2)
(33.1)
61.6
75.7
(55.3)
(1,218.0)

(1,086.9)
124.5
(64.1)
(31.8)
52.2
78.5
(71.1)
(998.7)

(1,128.8)
159.8
(30.1)
(38.8)
58.6
53.1
(13.5)
(939.7)

(8.9)
1,241.0
(1,185.9)
(620.1)
(201.2)
62.6
(712.5)
(250.7)
436.5
$ 185.8

17.0
509.5
(1,041.5)
(79.7)
484.9
(160.5)
59.4
(210.9)
216.3
220.2
$ 436.5

(676.7)
1,004.1
(606.9)
(109.2)
100.0
(148.3)
30.9
(406.1)
77.4
142.8
$ 220.2

$ 312.2
$ 521.7

$
$

$
$

395.7
531.6

368.1
313.5
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SONOCO PRODUCTS COMPANY
C o n s o lid a te d S tate m en ts o f C ash F low s

(Dollars in thousands)
Cash Flows from Operating Activities
Net income........................................................................................................... ...
Adjustments to reconcile net Income to net cash provided by operating activities
Depreciation, depletion and amortization..................................................................
Cumulative effect of changes in accounting principles...............................................
Restructuring charge...........................................................................................
Loss on assets retired..........................................................................................
Equity in earnings of affiliates, net of dividends.......................................................
Deferred taxes....................................................................................................
Gain on sale of investment in affiliate.....................................................................
Changes in assets and liabilities, net of effects from acquisitions, dispositions and
foreign currency adjustments
Accounts receivable......................................................................................
Inventories....................................................................................................
Prepaid expenses..........................................................................................
Payables and taxes........................................................................................
Other assets and liabilities..............................................................................
Net cash provided by operating activities.......................................................................

Years Ended December 31,
1992
1993

1991

$ 43,359

$ 94,805

95,745
—
—
836
(975)
22,361
(15,299)

83,309
37,892
39,130
2,941
(1.893)
(13,619)

76,561
—
—
5,987
(2,532)
(328)
(8,525)

860
5,545
(1,411)
(45,881)
(17,771)
162,844

(13,178)
(3,719)
831
(7,930)
(9,711)
157,412

(8,917)
5,555
2,675
(3,644)
(5,155)
156,482

Cash Flows from Investing Activities
Purchase of property, plant and equipment................................................................
Cost of acquisitions, exclusive of cash.......................................................................
Proceeds from sale of assets........................................................................ ..........
Proceeds from collection of a note receivable ............................................................
Net cash used by investing activities............................................................................

(115,596)
(392,950)
42,467
33,672
(432,407)

(109,305)
(34,964)
6,626
—
(137,643)

(90,557)
(11.413)
21,735
—
(80,235)

Cash Flows from Financing Activities
Proceeds from issuance of debt...............................................................................
Principal repayment of debt......................................................................................
Cash dividends ....................................................................................................
Treasury shares acquired..........................................................................................
Treasury shares issued ...........................................................................................
Preferred shares issued...........................................................................................
Net cash provided (used) by financing activities ............................................................

662,800
(523,817)
(46,333)
(2,362)
2,428
172,500
265,216

168,072
(132,163)
(42,443)
(3,114)
7,781

199,256
(241,882)
(39,703)
(3,676)
3,935

(1.867)

(82,070)

Effects of Exchange Rate Changes on Cash...................................................................
Increase (Decrease) in Cash and Cash Equivalents .........................................................
Cash and cash equivalents at beginning of year..............................................................
Cash and cash equivalents at end of year....................................................................... ...

(7,863)
(12,210)
38,068
$ 25,858

(8,456)
9,446
28,622
$ 38,068

(5,482)
(11,305)
39,927
$ 28,622

Supplemental Cash Flow Disclosures
Interest paid............................... ........................................................................... ...
Income taxes paid.................................................................................................. ...

$ 31,504
$ 75,374

$ 29,265
$ 65,224

$ 23,431
$ 61,798

$118,834

—

—

—

Excluded from the consolidated statements of cash flows was the effect of certain noncash activities. The Company
assumed $75,000 and $16,300 of debt obligations in 1993 and 1991, respectively, in conjunction with acquisitions. The
Company also received a note for $33,700 in conjunction w ith the sale of the Sonoco Graham Company in 1991.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. Cash and Cash Equivalents
Cash equivalents are composed of all highly liquid invest
ments with an original m aturity of three months or less.
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Purchase Method Business Combinations
HARSCO CORPORATION
C o n so lid a te d S tatem ents o f Cash Flow s

For the years 1993,1992 and 1991
1993
1992
(All dollars in thousands)
Cash flows from operating activities;
Net income..................................................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation .............................................................................................................
Amortization.............................................................................................................
Cumulative effect of changes in accounting principles.....................................................
Gain on sale of investment..........................................................................................
Other, net..................................................................................................................
Changes in assets and liabilities, net of acquisitions and dispositions of businesses:
Notes and accounts receivable.................................................................................
Inventories.............................................................................................................
Accounts payable....................................................................................................
Accrued long-term contract costs..............................................................................
Advances on long-term contracts..............................................................................
Other assets and liabilities........................................................................................
Net cash provided by operating activities..........................................................................
Cash flows from investing activities:
Expenditures for property, plant and equipment................................................................
Purchase of businesses, net of cash acquired*..................................................................
Proceeds from sale of
businesses.......................................................................
Proceeds from sale of
property, plant and equipment.............................................
Proceeds from sale of
investment.......................................................................
Other investing activities.................................................................................................
Net cash (used) by investing activities..............................................................................
Cash flows from financing activities:
Short-term borrowings, n e t...........................................................................................
Current maturities and long-term debt:
Additions..................................................................................................................
Reductions ..............................................................................................................
Cash dividends paid on common stock............................................................................
Common stock issued— options......................................................................................
Common stock acquired for treasury...............................................................................
Other financing activities ...............................................................................................
Net cash provided (used) by financing activities................................................................
Effect of exchange rate changes on cash..............................................................................
Net increase (decrease) in cash and cash equivalents............................................................
Cash and cash equivalents at beginning of year...................................................................
Cash and cash equivalents at end of year............................................................................
*Purchase of businesses, net of cash acquired:
Working capital, other than cash.....................................................................................
Property, plant and equipment........................................................................................
Cost in excess of net assets of companies acquired, net......................................................
Other assets................................................................................................................
Long-term debt.............................................................................................................
Noncurrent liabilities......................................................................................................
Net cash used to acquire businesses............................................................................

1991

$ 87,618

$ 84,332

$ 76,543

69,558
5,250
(6,802)
(17,555)
(378)

57,064
2,007
7,184
—
(2,617)

57,664
1,975
—
—
1,945

66,562
9,189
10,371
(5,669)
13,673
403
232,220

(43,878)
13,566
(26,271)
(5,177)
25,030
(3,106)
108,134

(52,748)
109,118
(17,515)
(16,806)
(35,236)
26,545
151,485

(83,395)
(337,062)
—
3,302
22,555
(3,066)
(397,666)

(42,720)
(28,404)
44,466
2,079
—
_____ 61
(24,518)

(53,846)
(5,344)
—
3,245
—
(2,239)
(58,184)

28,339

(5,444)

(25,084)

224,248
(8,222)
(35,089)
4,450
(36,322)
(3,849)
173,555
265
8,374
50,366
$ 58,740

—
(82,948)
(34,373)
7,734
(37,587)
(34)
(152,652)
(796)
(69,832)
120,198
$ 50,366

102,124
(25,629)
(31,528)
1,188
(2,606)
(1,568)
16,897
(452)
109,746
10,452
$120,198

$ 5,748
(202,241)
(215,428)
(7,789)
29,655
52,993
$(337,062)

$(11,863)
(16,513)
—
(1.155)
—
1,127
$ (28,404)

$ (2,140)
(2,904)
—
(300)
—
—
$ (5,344)

Cash Flows from Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Cash and Cash Equivalents
The Company’s policy is to maintain its uninvested cash
at minimal levels. Cash and cash equivalents include
highly liquid debt instrum ents purchased with a m aturity
of three months or less.
5 (in Part): Incom e Taxes
Cash payments for income taxes were $55,431,000,
$50,526,000 and $10,872,000, for 1993, 1992 and 1991,
respectively.
7 (in Part): D ebt and C redit Agreem ents
Cash payments for interest on all debt, net of capitalized
interest, were $15,165,000, $20,465,000 and $18,797,000 in
1993,1992 and 1991, respectively.
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RAYCHEM CORPORATION
C o n so lid a te d S tatem ent o f Cash Flow s
Years Ended June 30,

(In thousands)
Cash flows from operating activities:
Net income (loss)...............................................
.
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Provision for restructuring and divestitures, net of payments .........................................
Changes in accounting principles..................................................................
Depreciation and amortization...................................................................................
Deferred income tax benefit......................................................................................
Gain on sale of land .............................................................................................
Gain on sale of investment......................................................................................
Net loss on disposal of other property, plant and equipment.............................................
Changes in certain assets and liabilities net of effects from restructuring and divestitures:
Accounts receivable.............................................................................................
Inventories........................................................................................................
Accounts payable and accrued liabilities...................................................................
Income taxes........................................................................................................
Other assets and liabilities......................................................................................
Net cash provided by operating activities..........................................................................
Cash flows from investing activities:
Investment in property, plant and equipment.....................................................................
Disposition of property, plant and equipment.....................................................................
Repurchase of Raynet minority interest............................................................................
Proceeds from sale of investment...................................................................................
Net cash used in investing activities.................................................................................
Cash flows from financing activities:
Net proceeds from (payment of) short-term debt..............................................................
Proceeds from long-term debt........................................................................................
Payments of long-term debt...........................................................................................
Common Stock repurchased .........................................................................................
Common Stock issued under employee benefit plans.........................................................
Repayments of stockholder notes receivable.....................................................................
Cash dividends............................................................................................................
Net cash provided by financing activities..........................................................................
Effect of exchange rate changes on cash and cash equivalents..............................................
Increase (decrease) in cash and cash equivalents.................................................................
Cash and cash equivalents at beginning of year...................................................................
Cash and cash equivalents at end of year.............................................................................

Supplemental Disclosures
Cash paid for:
Interest (net of amounts capitalized) ............................................................................... .
Income taxes ..............................................................................................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary o f S ignificant Accounting Policies (In Part)

Cash Equivalents
All highly liquid investments with a m aturity of three
months or less at the date of purchase are classified as
cash equivalents.
Repurchase o f Raynet M inority Interest
On June 24, 1993, the company repurchased all of the
convertible preferred stock in Raynet International Inc.

1993

1992

1991

9,625

$(24,808)

$ (23,429)

(18,802)
(1,700)
80,643
(1.377)

29,101

(30,299)
79,545
(4,148)

(3,609)
84

78,051
(15,082)
(31,600)
(11.255)
517

9,536
(19,590)
33,195
(57,182)
25,652
56,475

(2,792)
21,930
5,617
12,396
3,123
65,198

(2,928)
9,128
7,095
(27,724)
13,284
24,063

(89,545)
6,963
(30,000)
3,774
(108,808)

(92,817)
43,144

(136,527)
9,574

12,455
(37,218)

(126,953)

$

18,936
9,219
(6,529)

3,539

35,570
2,880
(13,156)
46,920
(9,503)
(14,916)
148,862
$ 133,946

(2,445)
4,373
(10,572)
(3,396)
35,408
5,238
(12,486)
16,120
5,933
50,033
98,829
$148,862

(149,447)
393,765
(191,173)
27,019
1,078
(11,879)
69,363
(4,676)
(38,203)
137,032
$ 98,829

$ 26,583
65,362

$ 26,614
38,386

$ 19,932
58,779

(RNI), a subsidiary of Raynet Corporation, previously held
by BellSouth Enterprises, Inc. (BSE). As a result of this
$30 m illion purchase, Raynet and RNI are now essentially
wholly owned by Raychem and its consolidated subsidi
aries. The RNI preferred stock was previously recorded as
a m inority interest. Accordingly, at June 30, 1993, there
remains no m inority interest related to the RNI preferred
stock. The company, Raynet and BSE remain parties to
an agreement which requires Raynet to pay BSE a royalty
based on revenues from certain fiber-optic products.
The excess of Raychem’s cost over the initial issuance
price of the preferred stock has been recorded as “ good
w ill’ ’ and w ill be amortized over a five-year period.
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Restricted Cash
MAGNETEK, INC.
C o n s o lid a te d S tatem ents o f Cash Flow s

For the Years Ended June 30,
1991
1992
1993
(Amounts in thousands)
Cash Flows From Operating Activities:
Net income (loss) .............................................................................................................
Adjustments To Reconcile Net Income (Loss) To Net Cash Provided By Operating Activities:
Depreciation and amortization.............................................................................................
(Gain) loss on sale of assets...............................................................................................
Cumulative effect of accounting changes..............................................................................
Write off of deferred financing costs.....................................................................................
Change in Assets And Liabilities Net Of Effects From Acquired Companies:
(Increase) decrease in accounts receivable............................................................................
(Increase) decrease in inventories........................................................................................
Increase in prepaids and other current assets .......................................................................
increase in accounts payable...............................................................................................
Increase (decrease) in accrued liabilities...............................................................................
increase (decrease) in deferred income taxes....... ..............................................................
(increase) decrease in other operating assets........................................................................
Decrease in other long-term liabilities...................................................................................
Total adjustments................................................................................................................
Net cash provided by (used in) operating activities...................................................................
Cash Flows From Investing Activities:
Purchase of and investments in companies, net of cash acquired.............................................
Proceeds from sale of assets.............................................................................................
Capital expenditures .........................................................................................................
Investment in annuity contract...........................................................................................
Net cash used in investing activities.....................................................................................
Cash Flows From Financing Activities:
Proceeds from issuance of 10¾ % Senior Subordinated Debentures.........................................
Proceeds from issuance of 8% Convertible Subordinated Notes...............................................
Borrowings under bank and other long-term obligations.........................................................
Proceeds from issuance of common stock, net of repurchases and stock subscriptions receivable.
Repayment of bank and other long-term obligations..............................................................
Increase In deferred financing costs....................................................................................
Net cash provided by (used in) financing activities ...................................................................
Net increase (decrease) in cash.............................................................................................
Cash at the beginning of the year...........................................................................................
Cash at the end of the year....................................................................................................
Supplemental disclosures of cash flow information:
Cash Paid During The Year For:
Interest.........................................................................................................................
Income taxes................................................................................................................
Reconciliation Of Assets Acquired And Liabilities Assumed:
Fair value of assets acquired...............................................................................................
Liabilities assumed...........................................................................................................
Cash paid for acquisitions..................................................................................................

$(21,701)

$ 22,186

$34,647

45,735
(2,584)
48,734
—

43,296
412
4,259
1,888

38,249
853
—
—

(62,904)
(7,838)
(1,332)
9,946
(21,674)
1,796
8,950
(4,574)
14,255
(7,446)

(24,441)
(11,961)
(3,349)
6,270
4,086
(2,794)
(8,645)
(922)
8,099
30,285

5,987
4,292
(1.630)
5,267
(877)
(958)
1,849
(2,621)
50,411
85,058

(24,540)
13,223
(67,801)
(9,787)
(88,905)

(18,773)
854
(35,086)
—
(53,005)

(41,175)
—
(28,761)
—
(69,936)

—
—
110,213
3,609
(9,157)
(2,553)
102,112
5,761
2,034
$ 7,795

125,000
75,000
—
9,845
(185,900)
(6,664)
17,281
(5,439)
7,473
$ 2,034

—
—
22,808
265
(31,371)
(1,012)
(9,310)
5,812
1,661
$ 7,473

$ 46,471
$ 16,481

$ 36,429
$ 23,500

$ 42,333
$21,374

$ 44,477
19,937
$ 24,540

$ 72,915
54,142
$ 18,773

$ 95,312
54,137
$41,175
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ 000)

6 (In Part): Com m itm ents and Contingencies

Pension Matters
Prim arily in 1985, the Company entered into agreements
with Executive Life Insurance Company (“ ELIC” ) under
which ELIC assumed accrued pension obligations under
certain defined benefit retirem ent plans (collectively, the
“ Plan” ) pursuant to an annuity purchase agreement. The
Plan paid approximately $25,300 to ELIC under these
agreements. In April 1991, the C alifornia insurance Com
missioner (the “ Com m issioner” ) was named conservator
of ELIC and the Los Angeles Superior Court issued orders
providing that ELIC would pay 70% of the m onthly pay
ments due to the Company’s retirees under the ELIC
annuity contract. The Company has com m itted to provide
retirem ent benefits in the amount of the shortfall.
In July 1992, the court approved a com prehensive reha
bilitation plan proposed by the Commissioner wherein
ELIC would be recapitalized and sold to an investor group
and a French insurance company. On March 2 2 , 1993, the
C alifornia Court of Appeal reversed the order approving
the rehabilitation plan and remanded the m atter to the Los
Angeles Superior Court for further proceedings. The
Commissioner subm itted a m odified rehabilitation plan,
which was approved by the Los Angeles Superior Court in
August 1993. This modified plan includes an enhancement
agreement between the Comm issioner and the National
Organization of Life and Health Guaranty Associations
(“ NOLHGA” ) to augment the benefits paid to ELIC policy
holders such that individual annuitants with account
values up to $100 w ill receive 100% of their benefits. This
would result in the combined payment by the rehabilitated
ELIC and NOLHGA of substantially all of the required
payments to the Company’s employees who are covered
under the ELIC annuities. The m odified rehabilitation plan
provides for reimbursement of shortfall payments the
Company had been providing from April 1991 to July 1992
and, accordingly, the Company has reflected the antici
pated reimbursement in other assets in the accompanying
consolidated financial statements.
Pursuant to an interim court order, which has continued
in effect on a month-to-month basis since July 1992,
NOHLGA has been making payments equivalent to those
contem plated by the above-described enhancem ent
agreement pending the implementation of the modified
rehabilitation plan. Due, in part, to anticipated appeals
and to other proceedings challenging certain aspects of
the m odified rehabilitation plan and related orders of the
court, the modified plan has not yet been approved or
implemented. There can be no assurance as to when or
whether the m odified rehabilitation plan, or any sim ilar
plan, w ill be implemented.

Effective on July 22, 1992, the Company entered into
agreements settling all claim s w ith respect to two com
plaints filed by the Department of Labor and by a labor
union against various defendants including the Company.
The settlem ent agreem ents required the Company,
among other things, to provide back-up insurance coverage
in the form of an annuity purchased from an approved
insurance company equal to 30% of the obligation to
existing retirees. The Company also agreed to purchase
additional coverage in the event payments from third
parties to annuitants fall below 70% of the required
amount. If annuity benefits under the back-up annuity are
not needed to provide full benefit payments to covered
annuitants, the proceeds w ill be rem itted to the Company
on an annual basis. On July 31, 1992, the Company
purchased such an annuity from M etropolitan Life Insur
ance Company for approxim ately $9,800. Such annuity
w ill only be used for retiree benefits in the event the
com bined paym ents by the rehabilitated ELIC and
NOLHGA fail below 100% of the required benefits. The
settlement agreements also provide that annuity payments
by ELIC and NOLHGA w ith respect to post-1991 retirees
w ill become an asset of the Plan and that the Plan w ill be
responsible for payment of retirem ent benefits to such
retirees. The settlem ent agreements are effective whether
or not the above-described m odified rehabilitation plan, or
a sim ilar plan, is implemented.
Assuming the court-approved m odified rehabilitation
plan or a plan sim ilar thereto (and Including the enhance
ment agreement or a sim ilar agreement) is ultim ately
implemented, the Company does not expect that the
above transactions w ill have a m aterial effect on the
Company. However, should ELIC and/or NOLHGA fail to
make required annuity payments in the future, such
transactions could have a material adverse effect upon
the Company.
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SCOTT PAPER COMPANY
C o n so lid a te d S tate m en t o f Cash Flow s

(Millions)
Cash Flows from Operating Activities:
Net (loss) income ........................................................................................................... . . . .
Adjustments to reconcile net (loss) income to net cash provided by operating activities:
Cumulative effect of accounting change..........................................................................
Share of loss/earnings of affiliates, net of distributions.......................................................
Depreciation, cost of timber harvested and amortization....................................................
Deferred income taxes..................................................................................................
Extraordinary loss on extinguishment of debt, net of taxes ................................................
(Gains) Losses on asset sales........................................................................................
Other postretirement benefits, deferred expenses..............................................................
Changes in current assets and current liabilities net of effects from businesses divested:
Decrease (Increase) in receivables...............................................................................
(Increase) Decrease in inventories...............................................................................
(Increase) in prepaid items and other..........................................................................
(Decrease) Increase in payable to suppliers and others....................................................
increase (Decrease) in accruals for restructuring programs.............................................
Increase (Decrease) in accrued taxes on income............................................................
Net cash provided by operating activities...............................................................................
Cash Flows from Investing Activities:
Investments in plant assets, timber resources and other assets .............................................
Proceeds from businesses divested and asset sales ............................................................
Investments in construction funds ....................................................................................
Advances to affiliates, net................................................................................................
Other investing................................................................................................................
Net cash used for investing activities.................................................................................
Cash Flows from Financing Activities:
Dividends paid................................................................................................................
Net decrease in short-term borrowings...............................................................................
Proceeds from issuance of long-term debt..........................................................................
Repayments of long-term debt..........................................................................................
Other financing..............................................................................................................
Net cash provided by (used for) financing activities..............................................................
Effect of exchange rate changes on cash...............................................................................
Net (Decrease) Increase in Cash and Cash Equivalents............................................................
Cash and cash equivalents at beginning of year...................................................................
Cash and cash equivalents at end of year............................................................................ . . . .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
21. Supplem ental Cash Flow Inform ation
Cash and cash equivalents consist of cash on hand and
investments in short-term , highly liquid securities which
generally have m aturities when purchased of three
months or less.
Cash payments for income taxes and for interest net of
amounts capitalized and amounts allocated to busi
nesses to be divested follow:
(Millions)
Income taxes
Interest— net

1993
$ 12.5
181.9

1992
$ 30.0
195.3

1991
$ 82.0
246.6

1993

1992

1991

$(277.0)

$ 167.2

$ (69.9)

(21.7)
29.0
300.3
(93.9)
9.6
(5.7)
33.6

16.0
291.0
(2.9)
—
(12.9)
14.7

7.5
(9.5)
(10.3)
(78.9)
429.1
6.6
318.7

(9.3)
(4.1)
(10.5)
43.4
(95.4)
17.7
414.9

109.9
118.7
(3.8)
29.2
145.0
(43.1)
582.0

(457.8)
5.7
(85.0)
(2.3)
11.0
(528.4)

(329.7)
103.9
(6.6)
(11.8)
(244.2)

(314.6)
70.7
3.9
(13.4)
29.7
(223.7)

(59.5)
(143.7)
815.4
(389.3)
(15.4)
207.5
(5.9)
(8.1)
141.7
$ 133.6

(59.4)
(192.6)
403.7
(363.8)
.9
(211.2)
(2.4)
(42.9)
184.6
$141.7

(59.6)
(158.9)
386.8
(477.6)
25.9
(283.4)
(4.5)
70.4
114.2
$184.6

—

—

—
(17.1)
353.0
(73.7)
—

33.8
—
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Hedging Activities
THE BLACK & DECKER CORPORATION
C o n so lid a te d S tate m en t o f Cash Flow s
Year Ended December 31,
1992

1993

1991

(Millions of dollars)

Operating Activities
Net earnings (loss).................................................................................................. . . . .
Adjustments to reconcile net earnings (loss) to cash flow from operating activities;
Noncash charges and credits
Depreciation and amortization ............................................................................
Restructuring costs (credits) .............................................................................
Extraordinary loss............................................................................................. __
Cumulative effect of changes in accounting principles.............................................
Other..............................................................................................................
Changes in selected working capital items:
Trade receivables...............................................................................................
Inventories.......................................................................................................
Trade accounts payable......................................................................................
Restructuring......................................................................................................
Other assets and liabilities....................................................................................
Cash Flow From Operating Activities Before Sale Of Receivables.................................
Sale of receivables...............................................................................................
Cash Flow From Operating Activities.......................................................................
Investing Activities
Proceeds from disposal of assets and businesses.......................................................
Capital expenditures................................................................................................
Cash inflow from hedging activities............................................................................
Cash outflow from hedging activities..........................................................................
Cash Flow From Investing Activities........................................................................
Cash Flow Before Financing Activities.....................................................................
Financing Activities
Net increase (decrease) in short-term borrowings .......................................................
Proceeds from long-term debt (including revolving credit facility)..................................
Payments on long-term debt (including revolving credit facility)......................................
Issuance of equity interest in a subsidiary .................................................................
Issuance of convertible preferred stock....................................................................... . . . .
Issuance of common stock......................................................................................
Cash dividends.......................................................................................................
Cash Flow From Financing Activities.......................................................................
Effect of exchange rate changes on cash.......................................................................
Increase (Decrease) In Cash And Cash Equivalents.........................................................
Cash and cash equivalents at beginning of year...........................................................
Cash and Cash Equivalents At End Of Year..................................................................... ......

$

66.0

$ (333.6)

200.5
(6.3)

204.1
142.4

—

111

$

53.0
202.3
—
—

29.2
(.4)

237.6
14.1

(13.9)

(65.3)
(33.9)
59.3
(24.8)
(94.7)
129.6
6.5
136.1

(90.5)
(20.1)
21.2
(25.8)
(52.7)
119.4
5.2
124.6

10.7
36.0
(9.5)
(30.8)
(127.6)
120.2
1.4
121.6

114.6
(209.9)
1,096.6
(1,085.1)
(83.8)
52.3

9.8
(184.0)
1,653.0
(1,724.6)
(245.8)
(121.2)

151.7
(107.6)
1,303.4
(1,258.1)
89.4
211.0

(14.1)
2,008.3
(1,989.4)
4.4

169.9
2,055.3
(2,539.4)
—
—
477.5
(43.5)
119.8
(7.8)
(9.2)
75.5
$ 66.3

69.5
717.0
(1,147.4)
42.3
150.0
2.9
(24.7)
(190.4)
(29.0)
(8.4)
83.9
$ 75.5

—

$

6.4
(45.1)
(29.5)
(7.1)
15.7
66.3
82.0

—

Cash Flows from Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f A ccounting Policies

Foreign Currency Translation
The financial statements of the Corporation’s subsidiaries
outside the United States, except for those subsidiaries
located in highly inflationary economies, are generally
measured using the local currency as the functional
currency. Assets, including goodwill, and liabilities of
these subsidiaries are translated at the rates of exchange
at the balance sheet date. The resultant translation adjust
ments are included in equity adjustm ent from translation,
a separate component of stockholders’ equity. Income
and expense items are translated at average monthly
rates of exchange. Gains and losses from foreign currency
transactions of these subsidiaries are included in net
earnings. For subsidiaries operating in highly inflationary
economies, gains and losses on foreign currency transac
tions and balance sheet translation adjustments are
included in net earnings.
The Corporation has significant foreign investments
and it is the Corporation’s policy to reduce substantially
the effects of fluctuations in foreign currency exchange
rates associated w ith these investm ents through
exposure management and foreign currency hedging
activities. The Corporation enters into foreign exchange
forward and option contracts to hedge the effect of foreign
currency fluctuations on the financial statements. The
foreign exchange contracts are accounted for as net
investment hedges, commitment hedges, and transaction
hedges. Gains and losses on hedges of net investments
are reported in equity adjustm ent from translation on the
balance sheet. Generally, the gains and losses on com
mitment hedges are deferred and included in the basis of
the transaction underlying the commitment. Gains and
losses on transaction hedges are recognized in income
and offset the foreign exchange gains and losses on the
related transaction.
Cash and Cash Equivalents
Cash and cash equivalents includes cash on hand,
demand deposits, and short-term investments with origi
nal m aturities of three months or less.
Note 3: A dditional Cash Flow Inform ation
Proceeds from disposal of assets and businesses in the
Consolidated Statement of Cash Flows for 1993 included
the proceeds from the sale of Dynapert and Corbin Russ
win, and for 1991 included the proceeds from the sale of
certain other Emhart businesses and proceeds from the
sale of other property, plant and equipment.
Income tax payments were $92.2 m illion for 1993, $32.8
m illion for 1992, and $48.5 m illion for 1991. Interest pay
ments were $165.0 m illion for 1993, $240.0 m illion for 1992,
and $318.1 million for 1991. Taxes paid during 1993 included
$49 m illion of previously accrued tax payments relating to
settlem ent of prior year tax audit issues.
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M CCORM ICK & COMPANY, INCORPORATED
C o n so lid a te d S tatem ents o f Cash Flow s
Year Ended November 30,

1993
Cash flows from operating activities
Net income.................................................. ................................................................. .. $ 73,054
Adjustments to reconcile net income to net cash provided by operating activities
Cumulative effect of accounting change ........................................................................
26,626
Depreciation and amortization......................................................................................
50,522
Provision for deferred income taxes...............................................................................
(1.077)
Loss/(gain) on sales of assets......................................................................................
201
Share of income from unconsolidated operations............................................................
(10,290)
Changes in operating assets and liabilities net of effects from businesses acquired or sold
Receivables (increase)/decrease.................................................................................
(26,293)
Inventories (increase)...............................................................................................
(34,089)
Prepaid expenses (increase)/decrease........................................................................
1,719
(15,763)
Prepaid allowances (increase)....................................................................................
Other assets (increase)/decrease...............................................................................
(393)
1,252
Outstanding checks increase/(decrease) .....................................................................
7,117
Accounts payable increase........................................................................................
(1,884)
Accrued payroll increase/(decrease)............................................................................
4,358
Accrued sales allowances increaseZ(decrease)..............................................................
Other accrued exp. and liabilities increaseZ(decrease)....................................................
(4,070)
(6,185)
Income taxes payable increaseZ(decrease)...................................................................
5,379
Other non-current liabilities increase..........................................................................
10,391
Dividend received from unconsolidated affiliate .................................................................
80,575
Net cash provided by operating activities..........................................................................
Cash flows from investing activities
Acquisitions of businesses...............................................................................................
Purchases of property, plant and equipment.......................................................................
Proceeds from sale of assets...........................................................................................
Proceeds from forward exchange contract........................................................................
Other investments.........................................................................................................
Net cash (used in) investing activities............................................................................... ..

1992
(In thousands)

1991

$ 95,217

$ 80,924

—
43,839
(706)
(1,779)
(9,904)

—
40,476
6,062
(940)
(8,776)

1,446
(14,795)
(64)
(8,577)
209
(10,068)
15,408
2,276
(1,378)
(10,319)
5,065
5,820
5,635
117,325

(7,537)
(33,049)
(71)
(20,672)
(182)
2,335
1,266
2,291
(582)
13,421
(6,284)
2,526
3,182
74,390

(43,703)
(79,345)
5,726

(75,915)
(76,063)
1,461
9,288
(3,823)
(145,052)

(3,965)
(121,287)

(246)
(72,978)
14,583
—
(2,861)
(61,502)

85,159

69,075

18,259

38,535
(10,002)

4,714
(34,954)

76,873
(51,476)

27,354
(26,399)
(35,551)
79,096

27,077
(31,276)
(30,431)
4,205

24,858
(57,691)
(22,433)
(11,610)

(3,587)
Effect of exchange rate changes on cash and cash equivalents................................................
11,032
Increase/(decrease) in cash and cash equivalents.................................................................
1,806
Cash and cash equivalents at beginning of year.....................................................................
Cash and cash equivalents at end of year.............................................................................. .. $ 12,838

(4,461)
(4,218)
6,024
$ 1,806

(601)
677
5,347
6,024

Cash flows from financing activities
Notes payable increase ..................................................................................................
Long-term debt
Borrowings................................................................................................................
Repayments..............................................................................................................
Stocks
Issued .......................................................................................................................
Acquired by purchase..................................................................................................
Dividends paid..............................................................................................................
Net cash provided byZ(used in) financing activities..............................................................

—

$

Cash Flows from Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except p e r share data)
1 (In P art): Summary o f Accounting Policies

Cash and Cash Equivalents
The Company considers all highly liquid investments pur
chased with an original m aturity date of three months or
less to be cash equivalents.
The Company’s central cash management system is
designed to maintain zero balances at certain banks.
Accounting records classify checks w ritten but not
presented to these banks as outstanding checks.
3 (In Part): Financing Arrangem ents and Long-Term Debt
The Company enters into forward exchange contracts to
hedge the impact of foreign currency fluctuations on its
net investments in certain foreign subsidiaries. At Novem
ber 30, 1993, the Company had outstanding $29,838 of
forward exchange contracts with commercial banks expiring
in 1994. The gains or losses on these contracts are
included in the foreign currency translation adjustments
account w ithin shareholders’ equity. The fair value of
these contracts using market prices for comparable
instrum ents was $29,700.
Interest paid in 1993, 1992 and 1991 was $31,739,
$32,243 and $25,233 respectively, of which $73, $127 and
$741 was capitalized in 1993,1992 and 1991, respectively.
5 (In Part): Incom e Taxes
Income taxes paid in 1993, 1992 and 1991 were $66,143,
$46,521 and $41,391 respectively.
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Involuntary Conversions
PITT-DES MOINES, INC.
C o n so lid a te d S tatem ents o f Cash Flow s

1993
Cash Flows From Operating Activities
Net income....................................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation...............................................................................................
Gain on sale of assets...................................................................................
Deferred income taxes (credits).....................................................................
Minority interest in earnings, net of dividends paid...........................................
Other non-cash credits, n et..........................................................................
Change in operating assets and liabilities providing (using) cash:
Accounts receivable.....................................................................................
Inventories..................................................................................................
Prepaid expenses........................................................................................
Costs, estimated profits and billings, net.........................................................
Accounts payable........................................................................................
Accrued liabilities........................................................................................
Income taxes .............................................................................................
Net cash provided (utilized) by operating activities ...........................................
Cash Flows From Investing Activities
Capital expenditures........................................................................................
Proceeds from sale of assets............................................................................
Insurance proceeds from flood damage ............................................................
Costs incurred to date related to flood damage....................................................
Acquisitions, net of cash acquired.....................................................................
Decrease (increase) in short-term investments....................................................
Change in investments and other assets............................................................
Net cash provided (utilized) by investing activities................................................
Cash Flows From Financing Activities
Proceeds from debt obligations........................................................................
Payments of debt obligations............................................................................
Purchase of treasury stock...............................................................................
Dividends paid...............................................................................................
Other.............................................................................................................
Net cash utilized by financing activities..............................................................
Increase (decrease) in cash and cash equivalents ..................................................
Cash and cash equivalents at beginning of year.....................................................
Cash And Cash Equivalents At End Of Year............................................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
S ignificant Accounting Policies (in Part)

Cash and Cash Equivalents
Cash and cash equivalents are defined as cash and short
term investments with m aturities of three months or less at
the tim e of acquisition.
Accrued Liabilities (in Part)
On July 11,1993, the Company’s Des Moines Steel Con
struction plant, along with the headquarters office building
for the Engineered Construction Division, both located in
Des M oines, Iowa, were severely dam aged by the
devastating flood in the Midwest. The Company has
completed the flood related cleanup of both facilities and
is continuing to evaluate the future costs of the flood. All
work which was in process at the Des Moines Steel
Construction plant was completed or transferred to other
locations while the Company evaluates alternatives for

Years Ended December 31,
1992

$ 1,037,941

1991

$ 4,900,013

$ 7,853,177

4,776,905
(3,595,414)
(953,545)
37,150
(216,249)

4,933,283
(930,017)
(829,232)
46,649
(882,725)

4,806,439
(764,749)
(911,355)
56,060
(305,679)

(5,387,190)
(2,803,704)
(1,296,707)
(1,611,141)
2,674,338
3,035,118
693,051
(3,609,447)

14,109,751
(3,377,988)
1,823,201
359,113
2,717,015
807,507
(2,082,137)
21,594,433

(2,717,576)
2,466,477
(250,604)
(1,054,599)
3,150,476
1,641,069
(13,954)
13,955,182

(4,100,486)
4,978,949
10,000,000
(5,727,951)
(1,298,174)
—
(1,122,699)
2,729,639

(4,672,367)
1,021,103
—
—
—
4,017,345
(82,925)
283,156

(4,503,303)
841,236
—
—
(7,571,460)
(4,017,345)
(7,713)
(15,258,585)

—
(875,000)

9,000,000
(17,395,000)
(4,615,000)
(2,176,563)
57,609
(15,128,954)
6,748,635
13,195,590
$19,944,225

—
(7,960,109)

—

(2,091,581)
(151,515)
(3,118,096)
(3,997,904)
19,944,225
$15,946,321

—

(2,020,572)
52,313
(9,928,368)
(11,231,771)
24,427,361
$ 13,195,590

the facility. The headquarters personnel for the Engineered
Construction Division continue to operate from temporary
quarters at that Division’s plant in Clive, Iowa.
Actual flood related costs incurred through December
31, 1993 were $5.7 m illion with estimated future costs of
approximately $4.3 m illion. The total cost of $10.0 m illion
has been reimbursed under the Company’s insurance
policy as of December 3 1 , 1993.
Long-Term Obligations (In Part)
The Company made cash payments of interest totaling
$385,000 for the year ended December 31, 1993 and
$562,000 and $1.1 m illion for the years ended Decem
ber 3 1 , 1992 and 1991, respectively.
Incom e Taxes (In Part)
Income taxes paid for the years ended December 31,
1993,1992 and 1991 were approximately $1.1 m illion, $5.6
m illion and $6.2 m illion, respectively.
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UNITED FOODS, INC.
S tatem ents o f Cash Flow s

_______Year Ended February 28 or 29,_______
1993
1992
1991
Cash Flows From Operating Activities:
Net income (loss).................................................................................................. $ (2,116,000)
Adjustments to reconcile net income (loss) to net cash provided (used)
by operating activities:
Depreciation and amortization............................................................................
6,104,000
Provision for losses on accounts receivable.........................................................
(123,000)
(Gain) loss on involuntary conversion.................................................................
726,000
Loss on disposal of property and equipment.......................................................
38,000
Cumulative effect of change in accounting for income taxes..................................
1,895,000
Deferred income taxes....................................................................................
(424,000)
Change in operating assets and liabilities:
Accounts and notes receivable.......................................................................
(54,000)
Inventories..................................................................................................
(66,000)
Prepaid expenses and miscellaneous..............................................................
(1,686,000)
Other assets.................................................................................................
(314,000)
Accounts payable and accruals.......................................................................
(711,000)
Changes in net assets of discontinued operations................................................
272,000
Provision for loss on net assets of discontinued operations....................................
(109,000)
Net cash provided (used) by operating activities.........................................................
3,432,000

$

35,000

$ 5,765,000

6,249,000
460,000
(5,806,000)
19,000
—
270,000

5,980,000
300,000
(6,440,000)
47,000
—
2,434,000

(2,071,000)
9,192,000
(226,000)
(997,000)
(2,434,000)
7,214,000
1,495,000
13,400,000

843,000
(5,457,000)
(488,000)
(279,000)
1,816,000
(11,420,000)
(6,899,000)

(4,696,000)
143,000
8,430,000
3,877,000

(3,060,000)
175,000
263,000
(2,622,000)

(7,654,000)
121,000
640,000
(6,893,000)

Cash Flows From Financing Activities:
Proceeds from long-term borrowings....................................................................... $29,000,000
Exercise of stock options........................................................................................
—
Cash dividends paid...............................................................................................
—
Reduction of long-term debt................................................................................... (36,250,000)
Net cash provided (used) by financing activities.........................................................
(7,250,000)

$ 3,844,000
18,000
—
(14,548,000)
(10,686,000)

$33,037,000
126,000
(2,733,000)
(16,374,000)
14,056,000

Net Increase In Cash For The Year..............................................................................
59,000
Cash And Cash Equivalents, beginning of year..............................................................
1,459,000
Cash And Cash Equivalents, end of year....................................................................... $ 1,518,000

92,000
1,367,000
$ 1,459,000

264,000
1,103,000
$ 1,367,000

Supplemental Disclosures Of Cash Flow Information:
Cash paid during the year for:
Interest (net of amount capitalized) (Includes $0, $725,000 and $241,000
related to discontinued operations, respectively).................................. ............... $
Income taxes.................................................................................................... $

$ 5,614,000
$
152,000

$ 6,040,000
$ 1,851,000

Cash Flows From Investing Activities:
Capital expenditures...............................................................................................
Proceeds from sale of property and equipment...........................................................
Proceeds from involuntary conversion.......................................................................
Net cash provided (used) by investing activities.........................................................

3,228,000
465,000

Non-cash investing and financing activities:
Capital expenditures of $267,000, $15,000 and $951,000 are included in accounts payable at February 28,1993, February 29,1992 and February 28,
1991, respectively.
SU M M A R Y O F ACCOUNTING POLICIES

Cash and Cash Equivalents
For purposes of the statements of cash flows, the Com
pany classifies cash on hand, savings and checking
accounts and short-term investments with initial maturities
less than 9D days as cash equivalents.
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Nonhomogeneous Operations
DEERE & COMPANY
S tate m en t o f C o n so lid a te d Cash Flow s

(In millions of dollars)
Cash Flows from Operating Activities
Net income (loss)................................................................................................................
Adjustments to reconcile net income (loss) to net cash provided by (used for) operating activities:
Changes in accounting, cumulative net adjustment................................................................
Provision for doubtful receivables ......................................................................................
Provision for depreciation..................................................................................................
Provision for restructuring costs ........................................................................................
Undistributed earnings of unconsolidated subsidiaries and affiliates.........................................
Provision (credit) for deferred income taxes........................................................................
Changes in assets and liabilities:
Receivables..................................................................................................................
inventories....................................................................................................................
Accounts payable and accrued expenses..........................................................................
Insurance and health claims and reserves........................................................................
Other ..........................................................................................................................
Net cash provided by operating activities.......................................................................
Cash Flows from Investing Activities
Collections of credit receivables.............................................................................................
Proceeds from sales of credit receivables...............................................................................
Proceeds from sales of marketable securities..........................................................................
Proceeds from sales of equipment on operating leases............... .........................................
Cost of credit receivables acquired........................................................................................
Purchases of marketable securities........................................................................................
Purchases of property and equipment....................................................................................
Cost of operating leases acquired..........................................................................................
Acquisition of businesses......................................................................................................
Other ................................................................................................................................
Net cash provided by (used for) investing activities.........................................................
Cash Flows from Financing Activities
Increase (decrease) in short-term borrowings..........................................................................
Proceeds from issuance of long-term borrowings.....................................................................
Principal payments on long-term borrowings..........................................................................
Proceeds from issuance of common stock..............................................................................
Dividends paid...................... .............................................................................................
Other ................................................................................................................................
Net cash provided by (used for) financing activities.........................................................
Effect of Exchange Rate Changes on Cash.................................................................................
Net Increase (Decrease) in Cash and Cash Equivalents ................................................................
Cash and Cash Equivalents at Beginning of Year..........................................................................
Cash and Cash Equivalents at End of Year.................................................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Cash Flow Information
For purposes of the statement of consolidated cash flows,
the company considers investments with original m aturi
ties of three months or less to be cash equivalents. Sub
stantially all of the company’s short-term borrowings
mature w ithin three months or less.
Cash payments for interest and income taxes consisted
of the following in m illions of dollars:

Year Ended October 31,
1993
1992
. $ (920.9)
1,105.3
32.6
257.2
78.5
(7.7)
(30.4)

$

37.4

1991

$

(20.2)

—

55.3
250.4

—

(7.2)
(15.9)

69.6
209.2
181.9
(2.7)
(100.1)

102.3
35.4
94.2
8.2
79.4
834.1

13.9
(3.0)
(57.3)
80.8
3.9
358.3

67.7
134.8
(65.0)
34.7
84.9
594.8

2,995.5
1,148.3
320.9
46.5
(3,635.1)
(346.5)
(206.5)
(106.3)
—
(1.8)
215.0

3,008.9
696.7
278.2
43.9
(3,460.6)
(372.2)
(285.7)
(63.2)
—
20.3
(133.7)

2,642.1
6.0
136.3
32.4
(3,537.3)
(200.6)
(298.0)
(53.9)
(87.4)

(1,487.1)
687.1
(546.3)
586.0
(152.9)
(12.9)
(926.1)
(1.6)
121.4
216.8
. $ 338.2

(533.9)
772.0
(359.8)
2.4
(152.5)
(13.8)
(285.6)
(.7)
(61.7)
278.5
$ 216.8

453.2
776.5
(204.8)
1.7
(152.3)
(13.7)
860.6
(1.5)
93.1
185.4
$ 278.5

.

.

—

1993

(.4)
(1,360.8)

1992

1991

Interest:
Equipment Operations
Financial Services
Intercompany eliminations
Consolidated

$178 $195 $191
250
162
201
(3)
(4)
(2)
$336 $394 $438

Income taxes;
Equipment Operations
Financial Services
Intercompany eliminations
Consolidated

$ 98
79
(60)
$117

$ 37 $ 11
74
73
(57)
(56)
$ 53 $ 29
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FLEETWOOD ENTERPRISES, INC.
Consolidated Statements of Cash Flows
Years Ended April
Cash Flows from Operating Activities:
Net Incom e..................................................................................................................................................
Adjustments to reconcile net Income to net cash provided by operating activities:
Depreciation expense..........................................................................................................................
Amortization of Intangibles and good w ill......................................................................................
Provision for credit lo s s e s .................................................................................................................
Losses (gains) on sales of property, plant and equipment .....................................................
Changes In assets and liabilities—
(Increase) decrease In manufacturing receivables.................................................................
(Increase) decrease In Inventories..............................................................................................
Increase In deferred tax benefits ................................................................................................
(Increase) decrease In other a s s e ts ...........................................................................................
Increase (decrease) In accounts p a y a b le ..................................................................................
Increase In other liab ilities ............................................................................................................
Foreign currency translation a d ju s tm e n t......................................................................................

$

56,570

$

15,068
2,058
1,583
446

(30,065)
(42,443)
(9,327)
(15,374)
13,018
34,511
(1,411)

(14,420)
(18,151)
(6,169)
245
(6,357)
36,004
(390)

Net cash provided by operating a c tiv itie s .......................................................................................................... 2 7,184

$

8,830

12,120
(3,018)
986
(8,629)
1,469
133

50,141

61,181

(742,468)
548,661

(556,047)
400,213
201,292
(22,655)
(18,921)
3,745
(265)

(10,548)
(25,597)
3,3 14
(117)

7,362

(114,867)

1,649,945
(1,695,508)
(18,491)
381
(8,730)

1,636,056
(1,553,706)
(19,958)
14,661

1,879,349
(1 ,813,753)
(21,455)
57
—

Net cash provided by (used In) financing activities........................................................................ ................. 44,198
7,153
27,681

30,440
15,084
2,374
1,568
(176)

111,888

Net cash provided by (used In) Investing a ctiv ities ........................................................................ ................(64,229)

Increase (decrease) In cash........................................................................................................................
Cash at beginning of y e a r ..........................................................................................................................

40,22 4

15,628
1,711
3,791
575

Cash Flows from Investing Activities:
Acquisition of finance receivables.......................................................................................................
(876,944)
Principal collected on finance receivables.........................................................................................
685,222
Proceeds from sales of retail sales contracts, n e t..........................................................................
120,059
(Additions to) decreases In Investm ents...........................................................................................
45,740
Purchases of property, plant and equipm ent....................................................................................
(42,062)
Proceeds from sales of property, plant and equipm ent.................................................................
3,8 56
Investment In land held for future d e ve lo p m en t................................................................................................... (100)
Cash Flows from Financing Activities:
Proceeds from Issuance of commercial paper and long-term d e b t .........................................
Principal payments on commercial paper borrowings...................................................................
Dividends to shareholders.....................................................................................................................
Proceeds from exercise of stock options...........................................................................................
Purchases of Common stock.................................................................................................................

1991

1992

Amounts in thousands____________________________________________________________________________ 1993

77,053

(72,403)

12,327
15,354

(3,860)
19,214

Cash at end of y e a r......................................................................................................................................

$

34,83 4

$

27,681

$

15,354

Supplementary disclosures:
Income taxes p a id ....................................................................................................................................
Interest p a id ................................................................................................................................................

$

42,755
16,014

$

28,173
13,234

$

27,579
13,561

CASH FLOWS FROM FINANCING
ACTIVITIES
Paragraphs 18-20 of SFAS No. 9 5 define those trans
actions and events which constitute financing cash
receipts and payments. With the exception of certain
transactions described in paragraphs 12-13 of SFAS No. 9 5
and paragraph 7 of SFAS No. 104, which amends SFAS
No. 95, cash receipts and payments should be reported
separately and not netted. Examples of reporting cash
flows from financing activities follow:
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Capital Stock Proceeds/Payments
FIELDCREST CANNON, INC.
C o n so lid a te d S tate m en t o f Cash Flow s

For the Years Ended December 31,
Dollars in thousands____________________________________________________________ 1993
1992
1991
Cash flows from operating activities
Net income (loss) .........................................................................................................
$ (42,931)
$ 15,250
$ 3,165
Adjustments to reconcile net income to net cash provided by operating activities;
Cumulative effect of accounting changes for FAS 106 and 109 ...........................................
70,305
Extraordinary charge for early retirement of debt............................................................
—
5,179
Income and gain on sale from discontinued operations....................................................
(12,408)
(4,739)
(1,770)
Depreciation and amortization
31,539
29,982
31,370
Deferred income taxes.................................................................................................
2,329
4,826
3,156
Change in current assets and liabilities:
Accounts receivable.................................................................................................
(13,132)
(3,697)
10,821
Inventory................................................................................................................
(10,637)
(8,614)
(31,902)
Current deferred income taxes...................................................................................
(3,971)
(1.699)
(895)
(5,647)
Other prepaid expenses and current assets..................................................................
1,638
1,737
Accounts payable and accruedliabilities.....................................................................
8,700
984
(4,853)
3,077
550
Federal and state income taxes.................................................................................
(3,362)
Net assets held for sale___________________________________________________ (32,536)
(46,444)
________________________________________________________________________ (53,300)
6,306
Other..........................................................................................................................
1,726
(1,977)
(2,348)
Net cash provided by (used in) operating activities..............................................................
(2,740)
55,844
(13,888)
Cash flows from investing activities
(20,687)
(32,541)
Additions to plant and equipment.....................................................................................
(21,594)
3,554
3,955
Proceeds from disposals of plant and equipment.....................................................................
12,621
Proceeds from disposition of discontinued operations.........................................................
147,627
(16,732)
(28,987)
Net cash provided by (used in) investing activities..............................................................
138,654
Cash flows from financing activities
35,727
(46,684)
Increase (decrease) in revolving debt and other short-term debt...........................................
(59,899)
82,450
Proceeds from issuance of other long-term debt................................................................
—
Payments on long-term debt...........................................................................................
(14,811)
(111,497)
(10,346)
(5,400)
Premium paid on early retirement of debt..........................................................................
—
25,224
Proceeds from issuance of common stock.........................................................................
339
Purchase of treasury stock.............................................................................................
(117,225)
Proceeds from issuance of preferred stock........................................................................
72,375
Dividends paid..............................................................................................................
(88)
(55,907)
25,381
Net cash provided by (used in) financing activities..............................................................
(119,309)
12,122
13,700
Cash provided by (used in) discontinued operations..............................................................
(17,405)
Net decrease in cash.........................................................................................................
(800)
(4,673)
(3,794)
13,132
Cash at beginning of year.................................................................................................. ........... 4,665
9,338
Cash at end of year...........................................................................................................
$ 3,865
$ 9,338
$ 4,665
Supplemental disclosures of cash flow information
Cash paid during the year for
Interest expense.........................................................................................................
$ 30,163
$ 44,266
$ 44,225
5,559
1,431
Income tax payments..................................................................................................
23,239
Noncash investing and financing activities
8,459
Vendor financing for equipment purchases.....................................................................
—

Cash Flows from Financing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 3: A cquisition and m erger w ith Am oskeag Company
On November 2 4 ,,1993 a newly formed and wholly owned
subsidiary of the Company completed a tender offer for all
of the outstanding shares of Am oskeag Com pany
(“ Am oskeag") for a cash price of $40 per share, or an
aggregate of approxim ately $141.9 m illion including
certain costs. The acquisition has been accounted for as
a purchase by the Company of the net assets of
Amoskeag held for sale at their net realizable values and
as the purchase of treasury stock. Amoskeag owned
3,606,400 shares of the Company’s common stock which
has been assigned a cost of $117.2 m illion after a prelim i
nary allocation of $24.7 m illion to the net assets of
Amoskeag. The Company is in the process of selling all of
the operating assets of Amoskeag and the valuation
includes anticipated costs during a one year disposal
period. These assets are prim arily the Bangor and
Aroostock Railroad and certain real estate properties.
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HILLENBRAND INDUSTRIES, INC.
S tate m en t o f C o n so lid a te d Cash Flow s

Year Ended
November 27,
November 28,
November 30,
(Dollars in thousands)_______________________________________________________ 1993__________ 1992__________
Cash Flows From Operating Activities:
Net Income........................................................................................................
$ 145,818
$ 116,270
$ 89,187
Adjustments to reconcile net income to net cash flows from operating activities:
Depreciation, amortization and write-down of goodwill.........................................
112,743
117,588
97,165
Change in noncurrent deferred income taxes.......................................................
(15,780)
(27,863)
(22,607)
Cumulative effect of change in accounting for income taxes...................................
—
(10,747)
Gain on disposal of discontinued operation.........................................................
(16,306)
Current income taxes on gain............................................................................
4,752
Change in working capital excluding cash, current debt, earn-out accruals,
acquisitions and dispositions:
Trade accounts receivable..........................................................................
(19,617)
(50,552)
(2,076)
Inventories...............................................................................................
(2,698)
16
8,305
Other current assets...................................................................................
5,652
(3,365)
(603)
Trade accounts payable..............................................................................
2,368
4,626
5,168
Accrued expenses.....................................................................................
(596)
48,700
20,503
Change in insurance items:
Benefit reserves............................................................................................
190,254
169,957
151,293
Unearned revenue........................................................................................
83,107
72,823
49,726
Deferred acquisition costs..............................................................................
(52,313)
(43,415)
(38,799)
Investments, n e t..........................................................................................
(231,368)
(197,476)
(170,258)
Other, net........................................................................................................
12,490
3,872
12,269
Net Cash Flows From Operating Activities..................................................................
218,506_______ 200,434_______ 199,273
Cash Flows From Investing Activities:
Capital expenditures...........................................................................................
(112,735)
(98,277)
(59,026)
Retirements, net............................................................................................................... 5,697_________2,846_________ 2,998
Net capital expenditures......................................................................................
(107,038)
(95,431)
(56,028)
Contingent earn-out payments..............................................................................
—
(30,257)
(57,834)
Acquisitions of businesses, net of cash acquired.....................................................
(21,736)
(28,900)
(80,097)
Net proceeds from disposal of discontinued operation..........................................................55,285____________—____________—
Net Cash Flows From Investing Activities...................................................................
(73,489)_______ (154,588)______ (193,959)
Cash Flows From Financing Activities:
5,635
Additions to short-term debt ...............................................................................
7,052
36,780
Reductions to short-term debt..............................................................................
(37,794)
(6,429)
Additions to long-term debt.................................................................................
21
102,269
(8 ,688)
Reductions to long-term debt...............................................................................
(7,931)
(20,479)
Payment of cash dividends...................................................................................
(32,136)
(25,127)
(21,134)
Treasury stock acquired......................................................................................
(14,662)
(38,300)
(14,747)
1,453
Treasury stock reissued ......................................................................................
395
138
Unearned restricted stock compensation................................................................
206___________ 391_____________
282
Net Cash Flows From Financing Activities..................................................................
(84,849)______________________49,243_(37,199)
Total Cash Flows....................................................................................................
60,168
95,089
(31,885)
Cash and Cash Equivalents:
At Beginning of Period........................................................................................
149,989________ 54,900________ 86,785
At End of Period.................................................................................................
$ 210,157
$ 149,989
$ 54,900

Cash Flows from Financing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands except per share data)
1 (In P art): Summary o f S ignificant Accounting Policies

Cash and Cash Equivalents
The Company considers investments in marketable secu
rities and other highly liquid instrum ents with a m aturity of
three months or less to be cash equivalents.
8 (In Part): Supplem entary Inform ation
The table below provides supplem ental cash flow
inform ation.

Cash paid for:
Income taxes
Interest
Non-cash investing and financing
activities:
Liabilities assumed from/
incurred for the acquisition
of businesses

1993

1992

1991

$116,043
$ 21,322

$97,581
$23,119

$67,297
$17,512

$ 5,307

$

$49,348

-
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Debt Proceeds/Repayments
CAESARS WORLD, INC.
C o n so lid a te d Statem ents o f Cash Flow s

(In thousands)_________________________________________________________________1993
Cash flows from operating activities:
Net income.................................................................................................................... $ 83,215
Reconciliation of net income to net cash provided by operating activities:
Extraordinary loss........................................................................................................
—
Depreciation and amortization......................................................................................
54,574
Deferred income taxes.................................................................................................
3,062
Amortization of deferred compensation and other, net .....................................................
6,538
Changes in assets and liabilities due to operating activities:
Receivables, net.........................................................................................................
(3,047)
Other, n e t..................................................................................................................
(5,666)
Net cash provided by operating activities..........................................................................
138,676
Cash flows from investing activities:
Purchases of property and equipment...............................................................................
(40,795)
Purchase of minority interest in Caesars New Jersey, Inc......................................................
—
Other, net.....................................................................................................................
(3,425)
Net cash used for investing activities.................................................................................
(44,220)
Cash flows from financing activities:
Issuance of 8⅞% Senior Subordinated Notes.....................................................................
150,000
Increase in long-term bank borrowings..............................................................................
125,000
Reductions in debt and obligations under capital leases.......................................................
(309,906)
Purchase and retirement of common stock.........................................................................
(1,338)
Debt issuance costs.......................................................................................................
(3,301)
Issuance of common stock and other, net.......................................................................... ........... 1,369
Net cash used for financing activities...............................................................................
(38,176)
Increase in cash and cash equivalent investments..................................................................
56,280
Cash and cash equivalent investments at the beginning of the period........................................
52,336
Cash and cash equivalent investments at the end of the period................................................
$ 108,616

Year Ended July 31,
1992

1991

$ 66,005

$ 49,610

6,703
57,681
(9,183)
5,337

56,124
(13,545)
5,906

(10,147)
1,249
117,645

17,027
9,829
124,951

(41,700)
(1,992)
(43,692)

(32,147)
(49,974)
(466)
(82,587)

(62,615)
(1,986)

(27,177)
(104)

2,454
(62,147)
11,806
40,530
$ 52,336

69
(27,212)
15,152
25,378
$ 40,530

Supplemental cash flow disclosures
Interest paid, net of amount capitalized..............................................................................

$ 30,268

$ 42,919

$ 54,716

Federal and state income taxes paid, net of refunds............................................................

$ 53,435

$ 48,292

$ 37,278

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary o f S ignificant Accounting Policies

Cash Equivalent Investments
There were no significant realized or unrealized gains or losses from cash equivalent investm ents during the years ended
July 3 1 , 1993,1992 and 1991. Cash equivalent investm ents were stated at cost and consisted of com m ercial paper and
other short-term instrum ents with m aturities of less than three months at the date of purchase. The cost of these
investm ents approxim ates market value. It is the Company’s policy to lim it the amount of its credit exposure with any one
company and investm ents are made only in investm ent instrum ents of companies having high credit ratings.
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SAFEWAY INC.
C o n so lid a te d State m e nts o f Cash Flow s

52 Weeks
1993
Cash Flow From Operations:
Net income ...............................................................................................
Reconciliation to net cash flow from operations:
Extraordinary loss related to early retirement of debt, before income tax benefit.
Cumulative effect of accounting changes, before income tax benefit...............
Depreciation and amortization...................................................................
AppleTree charge ....................................................................................
Amortization of deferred finance costs.......................................................
Deferred income taxes..............................................................................
LIFO (income) expense............................................................................
Equity in undistributed earnings of unconsolidated affiliates...........................
Gain on common stock offering by unconsolidated affiliate...........................
Net pension expense (income)...................................................................
Increase (decrease) in accrued claims and other liabilities.............................
(Gain) loss on property retirements............................................................
Changes in working capital items:
Receivables..........................................................................................
Inventories at FIFO co st........................................................................
Prepaid expenses and other current assets..............................................
Payables and accruals ..........................................................................
Income taxes......................................................................................
Net cash flow from operations...................................................................
Cash Flow From Investing Activities:
Cash paid for property additions...................................................................
Proceeds from sale of property and operations..............................................
Purchases of common stock of unconsolidated affiliate....................................
Other .......................................................................................................
Net cash flow used by investing activities.......................................................
Cash Flow From Financing Activities:
Additions to short-term borrowings................................................................
Payments on short-term borrowings..............................................................
Additions to long-term borrowings................................................................
Payments on long-term borrowings ..............................................................
Net proceeds from sale of common stock.....................................................
Premiums paid on early retirement of debt.....................................................
Other .......................................................................................................
Net cash flow from (used by) financing activities.........................................
Effect of changes in exchange rates on cash.....................................................
Increase (decrease) in cash and equivalents.....................................................

$ 123.3

53 Weeks
1992
(In millions)
$

43.5

52 Weeks
1991

$

54.9

44.9
39.1
320.3

—
—

330.2

39.0
—

—

—

.4
24.1
(2.9)

(4.6)
4.4
48.9

295.9
115.0
15.5
(12.9)
8.1
(45.8)
(27.4)
1.9
(19.3)
26.4

15.4
61.6
(9.4)
99.6
24.1
599.4

9.3
10.2
(12.5)
24.8
(1.8)
508.5

(7.0)
(41.3)
(17.7)
10.6
(58.3)
337.6

(245.3)
66.7

(483.6)
26.3

(589.9)
13.2
(40.5)
(12.3)
(629.5)

—

—

3.8
35.8)
(1.5)
(33.5)

4.0
17.5
(0.4)
(39.1)

—

—

(49.3)
(227.9)

(26.9)
(484.2)

60.0
(44.9)
352.1
(732.7)
10.4

237.4
(280.5)
1,888.4
(1,774.1)
3.5
(35.1)
(13.9)
25.7
(7.6)
42.4

—

1.2
(353.9)
4.2
21.8

59.8
—

1,004.9
(1,147.9)
343.0
(34.8)
(30.0)
195.0
0.5
(96.4)

Cash And Equivalents:
Beginning of year........................................................................................
End of year ..............................................................................................

96.6
$118.4

Other Cash Flow Information:
Cash payments during the year for:
Interest..................................................................................................
Income taxes, net of refunds.....................................................................

$ 270.2
100.6

$

293.5
56.4

$

390.5
143.9

$

$

0.4
5.7
1.7
0.6

$

8.6
11.2
2.8
8.4
48.2

Noncash Investing And Financing Activities:
Mortgage notes assumed in property acquisitions...........................................
Capital lease obligations entered in to ............................................................
Capital lease assets retired, net of accumulated amortization ...........................
Capital lease obligations retired...................................................................
Invested proceeds from mortgage borrowings...............................................

7.5
20.3
3.1
2.5
—

$

54.2
96.6

—

$

150.6
54.2
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A (In Part): S ignificant Accounting Policies

Statement of Cash Flows
Short-term investments with original m aturities of less than three months are considered to be cash equivalents. Borrow
ings with original m aturities of less than three months are presented net of related repayments.

Interest Rate Swap
THE DIAL CORP
.
S tate m en t o f C o n so lid a te d Cash Flow s

Year Ended December 31,
1992
1993
(000 omitted)
Cash Flows Provided (Used) by Operating Activities:
Net income (loss).......................................................................................................
Adjustments to reconcile net income (loss) to net cash provided (used) by operating activities;
Depreciation and amortization...................................................................................
Deferred income taxes.............................................................................................
Extraordinary charge for early retirement of debt.........................................................
Cumulative effect of change in accounting principle......................................................
Restructuring and other charges...............................................................................
(Income) loss from discontinued operations................................................................
(Gain) loss on sale of businesses and property............................................................
Other noncash items, net..........................................................................................
Change in operating assets and liabilities:
Receivables.........................................................................................................
Inventories............................................................................................. ..........
Payment service assets and obligations, n e t............................................... ..........
Accounts payable and accrued compensation...........................................................
Other current liabilities..........................................................................................
Other assets and liabilities, net...............................................................................

1991

$ 120,485

$ (81,515)

$ (57,608)

100,160
35,943
21,908

100,935
18,915

97,016
(3,521)

—

—

(32,120)
(2,128)
25,752

110,741
30,000
45,125
310
15,059

64,000
83,363
(3,968)
(5,538)

(49,657)
(29,692)
(41,717)
31,825
539
(11,991)
169,307

19,764
(4,859)
(38,425)
(22,692)
(78,222)
(38,369)
76,767

(30,097)
3,213
10,693
62
(56,163)
29,020
130,472

(114,624)
(216,787)
245,700
19,459
35,084
(288)
(31,456)

(109,131)
(7,192)

(126,260)
(34,495)

—
—

—

Cash Rows Provided (Used) by Investing Activities:

Proceeds from sale of business and property......................
Investment in and advances from discontinued operations, net
Other, net.......................................................................
Cash Flows Provided (Used) by Financing Activities:
Proceeds from long-term borrowings..............
Payments on long-term borrowings

Proceeds from sale of treasury stock
Common stock purchased for treasury
Net change in receivables so ld .......
Proceeds from interest rate swaps...

Cash and cash equivalents, beginning of year

229,358
(196,611)
(21,908)
(105,338)
(48,345)
43,286
(38,642)

—

54,891
(138,563)
(347)
(200,342)

_
(21,557)
—

178,255
(50,180)
57,949
(417)
26,800

—

24,777
27,641
(2,155)
(110,492)

_
(83,435)
—

(32,909)
(171,109)

(37,027)
153,823

94,740
(56,597)
27,932
(1,921)
(5,200)
38,257
(38,250)
(24,474)

(33,258)
43,917
$ 10,659

30,248
13,669
$ 43,917

(4,494)
18,163
$ 13,669

—
—

—

Cash Flows from Financing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): S ignificant Accounting Policies

Cash Equivalents
Dial considers all highly liquid investments with original
m aturities of three months or less from date of purchase
as cash equivalents.
H (In Part): Long-Term Debt
Interest paid in 1993, 1992 and 1991 was approximately
$55,807,000, $59,962,000 and $69,218,000, respectively.
As a result of D ial’s management of its interest rate
exposure through interest rate swap agreements as dis
cussed further in Note N to the Consolidated Financial
Statements, the effective interest rate on certain debt may
differ from that disclosed above.
K (In Part): Incom e Taxes
The consolidated provision (benefit) for income taxes on
income from continuing operations for the years ended
December 31 consisted of the following:

1993

1992

1991

(000 omitted)
Current:
United States:
Federal
State
Foreign
Deferred:
United States
Foreign
Provision for income taxes

$12,226
7,855
5,352
25,433

$13,644
8,289
5,135
27,068

$36,538
6,784
6,824
50,146

33,271
2,672
35,943
$61,376

16,997
1,918
18,915
$45,983

(4,320)
799
(3,521)
$46,625

Income taxes paid in 1993, 1992 and 1991, amounted to
$12,206,000, $35,160,000 and $35,391,000, respectively.
N (In Part): Financial Instrum ents w ith
O ff-Balance-Sheet R isk
Dial enters into interest rate swap agreements as a means
of managing its interest rate exposure. The agreements
are with major financial institutions which are expected to
fully perform under the term s of the agreements thereby
m itigating the credit risk from the transactions. The agree
ments are contracts to exchange fixed and floating interest
rate payments periodically over the life of the agreements
w ithout the exchange of the underlying notional amounts.
The notional amounts of such agreements are used to
measure interest to be paid or received and do not
represent the amount of exposure to credit loss. The
amounts to be paid or received under the interest rate
swap agreements are accrued consistent with the terms
of the agreements and market interest rates.
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Proceeds From Formation Of Partnership
BAUSCH & LOMB INCORPORATED
S tatem ent o f Cash Flow s

(Dollar amounts In thousands)
Cash Flows From Operating Activities
Net earnings....................................................................................................
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation of property, plant, and equipment..................................................
Amortization of goodwill and other intangibles....................................................
(Increase) decrease In deferred income taxes.....................................................
Cumulative effect of change in accounting principle, net of ta x .............................
Restructuring and special charges, net of tax.....................................................
Loss (gain) on retirement of fixed assets............................................................
Exchange (gain) loss......................................................................................
Increase in undistributed earnings of subsidiaries ...............................................
Increase in accounts receivable........................................................................
(Increase) decrease in inventories.....................................................................
Increase in other current assets .......................................................................
Increase in accounts payable and accruals.........................................................
Increase in tax accruals...................................................................................
Increase in other long-term liabilities..................................................................
Net cash provided by operating activities..............................................................
Cash Flows From Investing Activities
Payments for purchases of property, plant, and equipment......................................
Acquisition of businesses, net of cash and short-term investments acquired..............
Other ..............................................................................................................
Net cash used in investing activities.....................................................................
Cash Flows From Financing Activities
Repurchases of Common shares........................................................................
Exercise of stock options....................................................................................
Tax benefit of stock transactions with employees....................................................
Restricted stock awards......................................................................................
Net proceeds from issuance (repayment) of debt....................................................
Proceeds from formation of Wilmington Partners L.P..............................................
Payment of dividends........................................................................................
Net cash provided by (used in) financing activities..................................................
Effect of exchange rate changes on cash, cash equivalents, and short-term investments .
Net increase in cash, cash equivalents, and short-term investments.............................
Cash, cash equivalents, and short-term investments, beginning of year.........................
Cash, cash equivalents, and short-term investments, end of year..................................
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest.........................................................................................................
Income taxes.................................................................................................

December 25,
1993

For The Years Ended
December 26,
December 28,
1992
1991

$ 156,547

$171,420

$ 27,630

72,001
12,595
(23,269)

63,349
8,681
4,625

36,463
2,721
(1.240)
1,996
(106,556)
(22,557)
(35,794)
4,089
33,944
11,315
142,255

—
(844)
5,249
4,132
(71,132)
928
(8,263)
1,118
1,050
11,904
192,217

57,325
11,332
(15,729)
58,311
63,291
5,082
3,214
5,421
(583)
(13,479)
(6,117)
19,577
12,970
2,597
230,842

(107,232)
(244,197)
(36,138)
(387,567)

(119,331)
(18,611)
(14,611)
(152,553)

(88,589)
(3,637)
(25,636)
(117,862)

(28,753)
5,845
1,777
43
72,548
400,000
(51,112)
400,348
(25,773)
129,263
416,773
$ 546,036

(30,497)
12,715
6,019
3,030
35,477

(17,910)
11,833
4,518
6,241
(50,447)

(46,446)
(19,702)
(14,933)
5,029
411,744
$ 416,773

(41,734)
(87,499)
241
25,722
386,022
$411,744

$ 29,307
$ 61,056

$ 26,801
$ 70,189

$ 38,490
$ 72,119

—

—

_

—

Cash Flows from Financing Activities

NOTES TO FINANCIAL STATEMENTS

1 (In P art): Accounting Policies

Cash and Cash Equivalents
Cash equivalents include tim e deposits and highly liquid
investments with original maturities of three months or less.
12. M inority Interest
In December 1993, four wholly-owned subsidiaries of the
Company contributed operating and financial assets with
an estimated market value of $1,006 m illion to W ilmington
Partners L.P., a newly formed Delaware lim ited partner
ship (the "Partnership” ), in exchange for an aggregate
72 percent general and lim ited partnership interest.
Additionally, an outside investor contributed $400 m illion
in cash to the Partnership in exchange for a 28 percent
lim ited partnership interest. W ilm ington Management
Corp., a wholly-owned subsidiary of the Company,
manages the activities of Wilmington Partners L.P. and has
fiduciary responsibilities to the Partnership. This trans
action did not result in any gain or loss for the Company.
The Partnership is a separate legal entity from the
Company. The Partnership’s purpose is to own and manage
a portfolio of assets. Those assets include portions of the
Com pany’s biom edical operations at C harles River
Laboratories, Inc. (including sm all research animals,
bioprocessing, and ovum-derived vaccine products), the
manufacture and sale of rigid gas permeable contact lens
materials and lens care solutions at Polymer Technology
Corporation, cash and cash equivalents, a long-term note
guaranteed by the Company, and certain floating rate
demand notes due from certain of the Company’s sub
sidiaries. At December 2 5 , 1993, the Company had $400
m illion of borrowings from the Partnership which were
used to reduce U.S. short-term borrowings. For financial
reporting purposes, the assets, liabilities, and earnings of
the Partnership entities have continued to be included in
the Company’s consolidated financial statements. The
outside investor’s lim ited partnership interest in the Part
nership has been recorded as m inority interest.
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Overdraft
GEORGIA-PACIFIC CORPORATION
S tatem ents o f Cash Flow s

Year Ended December 31,
1992
1991

(Millions)_____________________________________________________________________1993

Cash provided by (used for) operations
$(124)
$ (142)
Net (loss)............................................................................................................................. $ (34)
Adjustments to reconcile net (loss) to cash provided by operations:
747
673
Depreciation......................................................................................................................
711
42
51
Depletion................................................................................................................................
53
(25)
Deferred tax benefit............................................................................................................
(125)
(133)
59
Amortization of goodwill............................................................................................................
59
60
42
67
Stock compensation programs....................................................................................................
53
Gain on sales of assets.............................................................................................................
(32)
(33)
(38)
6
35
Amortization of debt issue costs, discounts and premiums .........................................................
7
Other (income) loss.................................................................................................................
26
(344)
Extraordinary item, net of taxes...................................................................................................
—
45
55
Cumulative effect of accounting changes, net of taxes................................................................
—
63
(87)
(Increase) decrease in receivables.........................................................................................
(174)
92
(Increase) decrease in inventories.........................................................................................
(93)
61
(43)
Change in other working capital..................................................................................................
40
193
45
13
Increase (decrease) in taxes payable......................................................................................
(158)
(2)
27
43
Change in other assets and other long-term liabilities..................................................................
56__________________
Cash provided by operations...........................................................................................................
389___ 868_______ 580
Cash provided by (used for) investment activities
Capital expenditures
Property, plant and equipment...............................................................................................
(421)
(347)
(490)
Timber and timberlands.......................................................................................................
(46)______(37)______ (38)
Total capital expenditures.........................................................................................................
(467)
(384)
(528)
Proceeds from sales of assets.................................................................................................
260
55
1,251
Other.............................
5______ (4)________ 23
Cash provided by (used for) investment activities................................................................................
(202)
(333)______ 746
Cash provided by (used for) financing activities
Repayments of long-term debt .................................................................................................
(576)
(566)
(2,055)
Additions to long-term debt..........................................................................................................
511
754
610
Fees paid to issue debt ...........................................................................................................
(5)
(7)
(4)
Increase (decrease) in bank overdrafts.......................................................................................
52
(50)
27
Increase (decrease) in commercial paper and other short-term notes................................................
(41)
(519)
226
Cash dividends paid................................................................................................................
(142)
(140)______(140)
Cash (used for) financing activities...............................................................................................
(201)
(528)
(1,336)
Increase (decrease) in cash.........................................................................................................
(14)
7
(10)
Balance at beginning of year....................................................................................................
55______ 48_______ 58
Balance at end of year............................................................................................................
$ 41
$ 55
$ 48
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies
The Corporation capitalizes interest on projects when
construction takes considerable time and entails major
expenditures. Such interest is charged to the property,
plant and equipment accounts and amortized over the
approximate life of the related assets in order to properly
match costs with revenues resulting from the facilities.
interest capitalized, expensed and paid were as follows:

Note 6 (In Part): Income Taxes
The provision (benefit) for income taxes includes income
taxes currently payable and those deferred because of
temporary differences between the financial statement
and tax bases of assets and liabilities. The provision
(benefit) for income taxes consists of the following:

(Millions)

Total interest costs
Interest capitalized
Interest expense

Year Ended December 31,
1993
1992
$516
$567
(3)
(2)
$513
$565

1991
$598
(14)
$584

Federal income taxes:
Current
Deferred
State income taxes:
Current
Deferred
Provision (benefit) for income taxes

Interest paid

$529

$585

Income taxes paid, net of refunds

(Millions)

$544

Year Ended December 31,
1993
1992
1991
$128
(89)

$105
(117)

$277
(21)

17
(15)
$ 41

14
(16)
$(14)

41
(4)
$293

$300

$ 68

$273

Cash Flows from Financing Activities
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Transactions Relating To ESOP
MATTEL, INC.
C o n so lid a te d Statem ents o f Cash Flow s

For the Year
(In thousands)________________________________________________________________ 1993_________1992___________19
1
Cash Flows From Operating Activities:
Net income..................................................................................................................
$117,208
$184,841
$ 128,802
Adjustments to reconcile net income to net cash flows from operating activities:
Depreciation and amortization...................................................................................
91,970
87,825
75,450
Loss on early retirement of debt, net of ta x ................................................................
14,681
—
5,236
Utilization of net operating loss carryforwards............................................................
—
300
1,800
Cumulative effect of changes in accounting principles, netof ta x ..................................
4,022
—
Provision for lease termination, net............................................................................
(41,120)
—
(Increase) decrease in marketable securities ..............................................................
(3,354)
(5,391)
2,435
(Increase) in receivables..........................................................................................
(55,525)
(95,706)
(14,252)
27,989
Decrease (increase) in inventories..............................................................................
11,842
(24,781)
Decrease (increase) in prepaid and other current assets...............................................
7,319
(20,460)
(14,836)
120,281
Increase in payables, accrued liabilities and income taxespayable ..................................
161,818
10,068
Other, net..............................................................................................................
(5,517)
(5,067)___________
2,128
Net cash flows from operating activities........................................................................
303,344______ 131,629_____ 335,033
Cash Flows From Investing Activities:
Purchases of tools, dies and molds.................................................................................
(60,809)
(53,611)
(32,371)
Purchases of other property, plant and equipment ............................................................
(40,060)
(46,434)
(23,368)
Sales of other property, plant and equipment ...................................................................
12,459
2,183
7,560
Investments in acquired businesses, net of cash acquired ..................................................
—
(17,740)
(63,990)
Other, net ....................................................................................................................
(394)________ (841)________(139)
Net cash flows from investing activities............................................................................
(88,804)
(116,443)
(112,308)
Cash Flows From Financing Activities:
Notes payable to banks, net...........................................................................................
(14,135)
(5,367)
(75,844)
99,294
Issuance of
senior notes, n e t.................................................................................
—
Issuance of 6¾% senior notes........................................................................................
100,000
97,245
Issuance of 8% debentures, net......................................................................................
—
(104,894)
Redemption of 14¾% debentures...................................................................................
—
Redemption of preferred stock of financing subsidiary.......................................................
—
(62,500)
Long-term foreign borrowing..........................................................................................
(31,262)
2,717
17,613
Collection of ESOP note receivable...................................................................................
4,920
4,920
4,920
(4,920)
(4,920)
Payment of ESOP notes payable......................................................................................
(4,920)
(5,500)
Redemption of senior preferred stock..............................................................................
—
Tax benefit of employee stock options exercised................................................................
4,431
12,360
6,800
12,212
12,881
Exercise of stock options and warrants............................................................................
8,012
(15,100)
Purchase of treasury stock.............................................................................................
(52,558)
(52,036)
Purchase of Fisher-Price warrants...................................................................................
—
(8,298)
(19,083)
( 8, 110)
Dividends paid on common stock...................................................................................
(25,582)
Dividends paid on preference stock..................................................................................
(4,894)
(4,826)
(4,830)
Dividends paid on senior preferred stock..........................................................................
—
(1.059)
(1,059)
Other, n e t....................................................................................................................
(381)_______________________
(947)
(147)
Net cash flows from financing activities............................................................................
(16,369)
29,467
(137,945)
Effect Of Exchange Rate Changes On Cash..........................................................................
(5,751)_____ (12,987)_______ (4,626)
Increase In Cash..............................................................................................................
192,420
31,666
80,154
Cash At Beginning Of Year.................................................................................................
313,693
282,027
201,873
Cash At End Of Year.........................................................................................................
$506,113
$313,693
$282,027
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Note 4 (In Part): Employee B enefits

Employee Stock Ownership Plan
In January 1987, an employee stock ownership plan (the
“ ESOP” ) was established for employees of IGI. The
ESOP is a defined contribution plan satisfying the require
ments of the Employee Retirement Income Security Act of
1974. A com bination of dividends and cash contributions
are paid by the Company in amounts sufficient for the plan
to meet its current obligations. Payments to the ESOP for
the years ended December 31, 1993 and December 31,
1992 were as follows:

(In thousands)
Dividends on stock held by ESOP
Company contribution to ESOP
Interest on ESOP indebtedness
Total payments to ESOP

For the Year
1992
1993
$4,900 $4,830
90
20
4,920
4,920
388
189
$5,308
$5,109

In connection with the February 1992 merger, IGI converti
ble preferred stock held by the ESOP was exchanged for
35,723 shares of the Company’s common stock and
864,293 shares of the Company’s 12.5% Convertible
Preference Stock, Series F. The Company must maintain
the ESOP until August 1994 when the ESOP indebted
ness w ill be paid in full, but shall term inate the ESOP no
later than December 31, 2000.
Note 10 (In Part): Supplem ental Financial Inform ation

Statements of Cash Flows
For the years ended December 3 1 , 1993,1992 and 1991,
cash paid for interest totaled $76.1 m illion, $67.8 m illion
and $62.1 m illion, respectively. Cash paid for income
taxes in each of the three years was $55.7 m illion, $72.5
m illion and $52.5 m illion, respectively.
Significant noncash investing, financing and operating
activities during 1993 were as follows:
• The November 1993 merger with Fisher-Price in a
stock-for-stock transaction neither used nor provided
cash (see Note 2). The Company’s consolidated finan
cial statements, consistent with pooling of interests
accounting treatm ent, reflect retroactive restatement
for the effects of the merger. Accordingly, the assets
and liabilities of Fisher-Price and the changes in share
holders’ equity as a result of the merger are included in
the combined consolidated financial statements as of
July 1, 1991, but are not includable as of December
1990 while Fisher-Price was a division of The Quaker
Oats Company. Because the m erger transaction
neither provided nor used cash with respect to the
combined companies, the effect of consolidating financial
statement balances as of July 1 , 1991 is not reflected in
the statements of cash flows.

Conversions by holders of $24.3 m illion aggregate par
value of the 8% Debentures during the 1993 fourth
quarter resuited in the issuance of 1,896,580 shares
(post-split basis) of the Company’s common stock from
its treasury.
The effects of changes in accounting principles related
to the Company’s adoption of Statements of Financial
Accounting Standards Nos. 106 and 109 in the 1993
first quarter neither provided nor used cash, and
accordingly, have been excluded from the statement of
cash flows.

FOREIGN CURRENCY CASH FLOWS
Paragraph 25 of SFAS No. 95 specifies that the effect of
exchange rate changes on cash balances held in foreign
currencies be reported as a separate part of the State
ment of Cash Flows. Examples of reporting foreign
currency cash flows follow.

Foreign Currency Cash Flows
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BRIGGS & STRATTON CORPORATION
C o n so lid a te d S tatem ents O f Cash Flow s

For the years ended June 2 7 ,1993, and June 3 0 , 1992 and 1991

Increase (Decrease) in Cash and Cash Equivalents
Cash Flows From Operating Activities:
Net Income....................................................................................................
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities—
Depreciation...............................................................................................
Loss on Disposition of Plant and Equipment....................................................
Loss on Foreign Subsidiary............................................................................
Change in Operating Assets and Liabilities—
(Increase) Decrease in Receivables..............................................................
(Increase) Decrease in Inventories..............................................................
(Increase) in Other Current Assets..............................................................
Increase in Accounts payable,
Accrued Liabilities and Income Taxes.......................................................
Other, N et...............................................................................................
Cash Flows Form Investing Activities;
Additions to Plant and Equipment..............................................................
Proceeds Received on Sale of Plant and Equipment......................................
Purchase of Short-Term Investments..........................................................
Net Cash Used in Investing Activities...........................................................
Cash Flows From Financing Activities;
Net Borrowings (Repayments) on Loans and Notes Payable............................
Proceeds from Issuance of Long-Term D ebt................................................
Cash Dividends Paid.................................................................................
Purchase of Common Stock for Treasury....................................................
Proceeds from Exercise of Stock Options....................................................
Net Cash Used in Financing Activities.........................................................
Effect Of Foreign Currency Exchange Rate Changes On Cash And Cash Equivalents
Net Increase (Decrease) In Cash...................................................................
Cash And Cash Equivalents;
Beginning of Year....................................................................................
End of Year.............................................................................................

1993

1992

1991

. $ 70,345,000

$51,503,000

$ 36,453,000

47,222,000
4,027,000
3,500,000

41,113,000
6,175,000

36,447,000
1,038,000

(21,366,000)
(1,567,000)
(1,893,000)

(20,089,000)
(7,449,000)
(6,680,000)

9,907,000
5,103,000
(6,232,000)

13,731,000
(3,699,000)
110,291,000

22,981,000
(6,645,000)
80,909,000

7,112,000
1,960,000
91,788,000

(38,110,000)
626,000
(70,422,000)
(107,906,000)

(40,224,000)
4,121,000

(32,036,000)
213,000

(36,103,000)

(31,823,000)

(15,926,000)

11,398,000

(24,588,000)
(463,000)
100,000
(40,877,000)

(23,142,000)

(74,488,000)
75,000,000
(23,142,000)

(11,744,000)

(22,630,000)

(949,000)
(39,441,000)

(1,191,000)
31,871,000

283,000
37,618,000

78,942,000
. $ 39,501,000

47,071,000
$78,942,000

9,453,000
$47,071,000

. $ 11,286,000

$11,198,000

$ 11,328,000

. $ 54,228,000

$31,000,000

$ 15,269,000

Supplemental Disclosure Of Cash Flow Information;

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Cash and Cash Equivalents:
This caption includes cash and certificates of deposit.
The Company considers all highly liquid investments
purchased with a m aturity of three months or less to be
cash equivalents.
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NACCO INDUSTRIES, INC.
C o n so lid a te d S tatem ents o f Cash Flow s

Year Ended December 31,
1992
1993
(In thousands)
Operating Activities
Net income (loss)...............................................................................................
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Extraordinary charge, net-of-tax........................................................................
Depreciation, depletion and amortization............................................................
Deferred income taxes....................................................................................
Currency exchange (gain) loss..........................................................................
Other noncash item s......................................................................................
Working capital changes:
Accounts receivable........................................................................................
Inventories....................................................................................................
Other current assets........................................................................................
Accounts payable and other liabilities................................................................
Net cash provided by operating activities..............................................................
Investing Activities
Expenditures for property, plant and equipment.....................................................
Proceeds from the sale of businesses...................................................................
Proceeds from the sale of other assets.................................................................
Notes receivable................................................................................................
Net (increase) decrease in assets held for sale.......................................................
Net cash used by investing activities.....................................................................
Financing Activities
Additions to long-term obligations and revolving credit...........................................
Reductions of long-term obligations and revolving credit.........................................
Additions to (reductions of) advances from customers.............................................
Financing of other short-term obligations............................................... ............
Cash dividends paid...........................................................................................
Capital grants....................................................................................................
Other— n e t.......................................................................................................
Net cash used by financing activities ...................................................................
Effect of exchange rate changes on cash.................................................................
Cash and Cash Equivalents
Decrease for the year.........................................................................................
Balance at the beginning of the year.....................................................................

NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Accounting Policies

Cash and Cash Equivalents:
Cash and cash equivalents include cash in banks and
highly liquid investments with original m aturities of three
months or less.
Note G (In Part): Revolving C redit Agreem ents
and Notes Payable
Interest paid was $48.4 m illion, $54.4 m illion and $63.5
m illion during 1993,1992 and 1991, respectively.
Note M (In Part): Incom e Taxes
The Company made income tax payments of $16.3 m il
lion, $30.8 m illion and $25.5 m illion during 1993, 1992
and 1991, respectively. During the same period, income
tax refunds totaled $5.1 m illion, $5.3 m illion and $30.0 m il
lion respectively.

1991

$ (87,132)

$ 20,038

2,007
78,063
5,176
103
(8,047)

110,000
72,509
6,159
(5,691)
(15,185)

71,178
5,290
(1.517)
(353)

(22,926)
8,505
(2,213)
3,341
72,310

943
(19,214)
2,902
(18,323)
46,968

25,660
25,187
20,120
(14,535)
151,068

(57,661)

(74,354)
21,229
1,707
1,431
1,338
(48,649)

(54,156)
1,058
2,631
1,518
1,119
(47,830)

82,890
(144,616)
(7,208)
16,172
(5,854)
3,741
4,926
(49,949)
(1.482)

138,641
(169,103)
26,107

109,063
(258,271)
11,182

(5,645)
2,020
(5,163)
(13,143)
(3,615)

(5,461)
1,848
(336)
(141,975)
(9,803)

(4,698)
33,847
$ 29,149

(18,439)
52,286
$ 33,847

(48,540)
100,826
$ 52,286

$

8,301

27,600
4,664
(180)
(25,577)

—

—
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Noncash Activities

NONCASH ACTIVITIES
Paragraph 32 of SFAS No. 95 requires the disclosure of
information about noncash investing and financing activi
ties. Examples of the disclosure of noncash activities follow.
ALLIED SIG N AL INC.
C o n so lid a te d S tatem ent o f Cash Flow s

(Dollars in millions)
Cash flows from operating activities
Net income (loss)...........................................................................................
Adjustments to reconcile net income (loss) to net cash flows from operating activities:
Cumulative effect of change in accounting for:
Income taxes...........................................................................................
Postemployment benefits............................................................................
Postretirement benefits other than pensions..................................................
Nonrecurring item s......................................................................................
Gain on disposition of Union Texas.................................................................
Streamlining and restructuring (includes affiliated company)...............................
Depreciation and amortization (includes goodwill).............................................
Undistributed earnings of equity affiliates (includes Union Texas) ........................
Deferred taxes.............................................................................................
Decrease (increase) in accounts and notes receivable........................................
Decrease in inventories.................................................................................
Decrease (increase) in other current assets.....................................................
Increase (decrease) in accounts payable...........................................................
Increase (decrease) in accrued liabilities...........................................................
Other .........................................................................................................
Net cash flow provided by operating activities.....................................................
Cash flows from investing activities
Expenditures for property, plant and equipment..............
Proceeds from disposals of property, plant and equipment
Decrease in investments and long-term receivables.........
(Increase) in other investments....................................
Cash paid for acquisitions...........................................
Proceeds from sales of investments and businesses.......
(Increase) in marketable securities...............................
Net cash flow provided by (used for) investing activities
Cash flows from financing activities
Net increase (decrease) in commercial paper.....................
Net (decrease) in short-term borrowings..........................
Proceeds from issuance of common stock........................
Proceeds from issuance of long-term debt........................
Repurchases of long-term debt (including current maturities)
Repurchases of common stock........................................
Cash dividends on common stock..................................
Net cash flow (used for) financing activities................................................ ...................................
Net increase (decrease) in cash and cash equivalents...................................... ...................................
Cash and cash equivalents at beginning of year............................................... ..................................
Cash and cash equivalents at end of year..................................................... ...................................

Years Ended December 31,
1992
1991
1993
$ 411

$ (712)

$(273)

148
245
—

(59)

—

1,099
—

—
—
—

151
(222)
1,180

(357)
133
529
(47)
83
(104)
130
31
157
167
(188)
1,069

852
504
(144)
(196)
17
153
(136)
(168)
(62)
118
665

(718)
37
48
(31)
(244)
129
(40)
(819)

(691)
42
59
(18)
(113)
1,044
(50)
273

(668)
15
27
(17)
(83)
4
—
(722)

160
(88)
143
131
(355)
(229)
(162)
(400)
(39)
931
$ 892

(259)
(307)
244
121
(163)
(142)
(143)
(649)
693
238
$ 931

181
(12)
115
120
(273)

—

(217)
547
(34)
110

91
123
14
20

—

—

(218)
(87)
(144)
382
$238
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NOTES TO FINANCIAL STATEMENTS
(D ollars in m illions, except p er share am ounts)
Note 20. Supplem ental Cash Flow Inform ation
Cash and cash equivalents includes cash on hand and on
deposit and highly liquid debt instrum ents with m aturities
generally of three months or less. Cash payments during
the years 1993, 1992 and 1991 included interest of $180,
$241 and $233 m illion and income taxes of $130, $115 and
$118 m illion, respectively.
In October 1993, the Company and Knorr-Bremse AG
formed an alliance to which both companies contributed
their European operations which provide air-brake controls
and related products to the heavy truck industry. The
Company owns 35 percent of the venture and KnorrBremse owns the balance and manages the operations.
The transaction had the following non-cash im pact on the
Company’s 1993 balance sheet:

Current assets
Property, plant and equipment— net
Investments and long-term receivables
Other noncurrent assets
Current liabilities
Noncurrent liabilities

Amount
$(49)
(28)
51
(13)
29
10
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DAYTON HUDSON CORPORATION
C o n so lid a te d S tatem ents o f Cash Flow s

(Millions of dollars)
Operating Activities
Net earnings.................................................................................................
Reconciliation to cash flow:
Depreciation.............................................................................................
Deferred tax provision.................................................................................
Other noncash items affecting earnings.........................................................
Changes in operating accounts providing/(requiring) cash:
Accounts receivable ...............................................................................
Merchandise inventories..........................................................................
Accounts payable ...................................................................................
Accrued liabilities...................................................................................
Income taxes payable..............................................................................
Other.......................................................................................................
Cash Flow Provided by Operating Activities.......................................................
Investing Activities
Expenditures for property and equipment.........................................................
Disposals of property and equipment..............................................................
Cash Flow Required for Investing Activities.......................................................
Financing Activities
(Decrease)/increase in notes payable................................................................
Additions to long-term debt............................................................................
Reductions of long-term debt........................................................................
Principal payments received on loan to ESOP....................................................
Dividends paid.............................................................................................
Other .........................................................................................................
Cash Flow (Used)/Provided by Financing Activities.............................................
Net Increase in Cash and Cash Equivalents...........................................................
Cash and Cash Equivalents at Beginning of Year....................................................
Cash and Cash Equivalents at End of Year...........................................................

1993

1992

1991

.............................

$ 375

$383

$ 301

.............................
.............................
.............................

498
29
60

459
11
48

410
34
26

.............................
.............................
.............................
.............................
.............................
.............................
.............................

(22)
121
58
63
20
17
1,219

(84)
(237)
272
142
27
(37)
984

(23)
(365)
57
59
(62)
—
437

.............................
.............................
.............................

(969)
79
(890)

(918)
10
(908)

(1.009)
19
(990)

.............................
.............................
.............................
.............................
.............................
.............................
.............................
.............................
.............................
.............................

(23)
528
(581)
61
(138)
28
(125)
204
117
$ 321

(242)
550
(290)
58
(133)
2
(55)
21
96
$117

161
756
(280)
49
(128)
(1)
557
4
92
$ 96

The reclassification of $200 m illion of long-term debt to notes payable, associated with the subsequent event discussed
on page 27, is not reflected in financing activities in the Statements of Cash Flows because it did not involve cash. Amounts
in these statements are presented on a cash basis and therefore may differ from those shown in other sections of this
annual report.
Cash paid for interest (including interest capitalized) was $441 m illion, $438 m illion and $389 m illion in 1993,1992, and
1991, respectively. Income taxes paid were $183 m illion, $189 m illion and $200 m illion in 1993,1992 and 1991, respectively.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Cash Equivalents
Cash equivalents represent short-term investments with a
m aturity of three months or less at the tim e of purchase.
Short-term investments are recorded at cost, which
approximates fair value.
Notes Payable
At January 29, 1994, $200 m illion in commercial paper
was outstanding. The average amount of commercial
paper outstanding during the year was $298 m illion, at a
weighted average interest rate of 3.2%.

Interest rate swaps were used to reduce interest rate
exposure by effectively fixing the rate on $200 m illion of
variable-rate commercial paper at approximately 8.6%
until 1999. Subsequent to year end, the interest rate
swaps were term inated at a premium of $22 m illion. The
premium w ill be amortized into interest expense through
1999. It is anticipated that future interest rate savings w ill
offset the premium am ortization. At January 30, 1993,
$200 m illion of commercial paper, which supported the
underlying obligation of the swaps, was classified as long
term debt. Long-term revolving credit agreements backed
the commercial paper.
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HERCULES INCORPORATED
C o n so lid a te d S tate m en t o f Cash F low

Increase (Decrease) in Cash and Cash Equivalents.

(Dollars in thousands)

Cash Flow From Operating Activities;
Net income (loss) .................................................................................................. , . . .
Adjustments to re oncile net income to net cash provided from operating activities;
Effect of changes in accounting principles..............................................................
Extraordinary charge for early retirement of debt.....................................................
Depreciation.......................................................................................................
Nonoperating gain on disposals.............................................................................
Contract deferrals and provisions............................................................................
Other nonoperating item s....................................................................................
Accruals and deferrals of cash receipts and payments;
Affiliates earnings less than dividends received.....................................................
Accounts receivable..........................................................................................
Inventories......................................................................................................
Accounts payable and accrued expenses..............................................................
Deferred charges.............................................................................................
Noncurrent credits and liabilities........................................................................
Net Cash Provided from Operating Activities.....................................................
Cash Flow From Investing Activities:
Capital expenditures ...............................................................................................
Proceeds of investment and fixed asset disposals.......................................................
Payments for businesses acquired, net of cash acquired...............................................
Cash invested in unconsolidated affiliates, n e t............................................................
Other ...................................................................................................................
Net Cash Used for Investing Activities..............................................................
Cash Flow From Financing Activities;
Long-term debt proceeds........................................................................................
Long-term debt repayments.....................................................................................
Change in short-term debt ......................................................................................
Common stock issued.............................................................................................
Common stock reacquired........................................................................................
Dividends paid........................................................................................................
Net Cash Used for Financing Activities..............................................................
Effect of exchange rate changes on cash.......................................................................
Net Increase (Decrease) in Cash and Cash Equivalents....................................................
Cash and cash equivalents at beginning of year..............................................................
Cash and cash equivalents at end of year....................................................................... ...
Supplemental Disclosures Of Cash Flow Information;
Cash paid during the year for:
Interest (net of amount capitalized)........................................................................ ...
Income taxes paid (refunded), net..........................................................................
Noncash investing and financing activities;
Conversion of notes and debentures.......................................................................
Contribution of net assets to joint venture................................................................
Incentive plan stock issuances...............................................................................
Accounts payable for common stock acquisitions.....................................................
Premium for early retirement of debt.......................................................................

Year Ended December 31,
1993
1992

1991

$ (33,376)

$ 167,897

238,218
3,578
169,292
(5,505)
98,257
48,285

—
—
171,752
(87,678)
14,129

180,370
(33,465)
68,000
3,050

191
151,987
31,507
(29,261)
9,697
(23,382)
659,488

2,839
(35,899)
28,870
71,778
(28,269)
(482)
304,937

31,084
129,319
(23,565)
(81,445)
(22,548)
41,590
387,275

(149,466)
60,829
(1,137)
(5,540)
(8,332)
(103,646)

(150,111)
114,987
—
(15,644)
(9,049)
(59,817)

(214,469)
144,148
_
(41,018)
7,427
(103,912)

194,588
(221,294)
(28,247)
16,560
(320,488)
(94,962)
(453,843)
(923)
101,076
53,552
$ 154,628

116,618
(161,542)
(1,961)
9,381
(230,903)
(100,561)
(368,968)
(1,218)
(125,066)
178,618
$ 53,552

69,034
(189,325)
(82,457)
589
(21,085)
(105,220)
(328,464)
(976)
(46,077)
224,695
$ 178,618

$ 38,359
132,827

$ 41,840
61,507

$ 54,656
(7,653)

18,524
—
61,600
22,046
4,144

18,961
52,230
8,773
1,764
—

396
_
8,514
1,235
—

—

$ 94,885
—
—
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Summary o f S ignificant Accounting Policies

Cash and Cash Equivalents
Cash in excess of operating requirements is invested in
short-term income producing instruments. In accordance
with company policy, cash equivalents include commer
cial paper and other securities with original m aturities of
90 days or less. The book value approximates fair value
because of the short m aturity of those instruments.
LEGGETT & PLATT, INCORPORATED
C o n s o lid a te d S tatem ents o f Cash Flow s

Year Ended December 31,
1992
1993
1991

(Dollars amounts in millions)
Operating Activities
Net earnings.....................................................................................................................
Adjustments to reconcile net earnings to net cash provided by operating activities
Depreciation and amortization...........................................................................................
LIFO expense (income)....................................................................................................
Deferred income taxes......................................................................................................
Pension income from defined benefit plans..........................................................................
(Gain) loss on sale of operating assets...............................................................................
Other ............................................................................................................................
Other changes, net of effects from purchases of companies
(Increase) decrease in accounts receivable, net..................................................................
(Increase) decrease in inventories at FIFO cost..................................................................
(Increase) decrease in other current assets.......................................................................
Increase (decrease) in accounts payable, accrued expenses and other current liabilities..........
Net Cash Provided by Operating Activities...............................................................................
Investing Activities
Additions to property, plant and equipment............................................................................
Proceeds from sales of property, plant and equipment ............................................................
Purchases of companies, net of cash acquired........................................................................
Increase in other assets........................................................................................................
Net Cash Used for Investing Activities.....................................................................................
Financing Activities
Additions to debt................................................................................................................
Payments on debt..............................................................................................................
Dividends paid....................................................................................................................
Sales of common stock........................................................................................................
Repurchases of common stock.............................................................................................
Other ................................................................................................................................
Net Cash Used for Financing Activities.................................................................................
(Decrease) Increase in Cash and Cash Equivalents .....................................................................
Cash and Cash Equivalents— Beginning of Year..........................................................................
Cash and Cash Equivalents— End of Year...................................................................................
Supplemental Information
Interest paid.......................................................................................................................
Income taxes paid..............................................................................................................
Liabilities assumed of purchased companies..........................................................................
Common stock issued for conversion of debentures................................................................
Long-term notes received from sales of assets .......................................................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Summary o f S ignificant Accounting Policies

Cash Equivalents
Cash equivalents include cash in excess of daily require
ments which is invested in various financial instrum ents
with m aturities of three months or less.

$65.4

$40.0

.......

$ 85.9

.......
.......
.......
.......

45.3
2.4
8.6
(2.0)
(.7)
1.8

42.6
(1.1)
(2.4)
(2.1)
1.5
2.2

41.4
(.1)
3.3
(1.2)
.4
(1.4)

.......
.......

(9.2)
(6.8)
(2.9)
23.3
145.7

(24.1)
(7.2)
.8
24.8
100.4

17.3
21.0
2.5
(20.2)
103.0

.......
.......
.......
.......
.......

(54.2)
2.8
(78.0)
—
(129.4)

(35.8)
9.9
(5.8)
(3.5)
(35.2)

(36.5)
4.8
(9.5)
(.5)
(41.7)

.......
.......
.......
.......

58.1
(57.8)
(21.1)
1.6
(.1)
(1.8)
(21.1)
(4.8)
5.2
$ .4

35.9
(85.4)
(21.1)
1.5
(3.1)
(.4)
(72.6)
(7.4)
12.6
$ 5.2

2.3
(39.0)
(15.0)
.4

$ 16.7
45.3
21.8
—
—

$12.7
43.6

.......
.......
.......
.......
.......
.......
.......

—

39.9
—

—

(2.3)
(53.6)
7.7
4.9
$ 12.6
$19.9
23.8
.7
—
10.2
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THORN APPLE VALLEY, INC.
C o n so lid a te d S tatem ents o f Cash Flow s

May 28,
1993
Cash flows from operating activities:
Net income...............................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation..........................................................................................
Deferred income taxes............................................................................
Loss on disposition of property, plant and equipment..................................
Provision for losses on accounts receivable ...............................................
Amortization of prepaid royalty..................................................................
(Increase) decrease in assets:
Accounts receivable............................................................................
Inventories..........................................................................................
Refundable income taxes.....................................................................
Prepaid expenses and other assets.......................................................
Increase (decrease) in liabilities:
Accounts payable...............................................................................
Accrued liabilities...............................................................................
Income taxes .....................................................................................
Total adjustments...................................................................................
Cash flows from investing activities:
Purchase of short-term investments......................
Proceeds from redemption of short-term investments
Proceeds from sale of property, plant and equipment.
Capital expenditures.............................................
Purchase of subsidiary.........................................
Cash flows from financing activities:
Proceeds from long-term debt....................................................
Proceeds from sales— leaseback of equipment.............................
Proceeds from issuance of common stock...................................
Proceeds from stock options exercised including related tax benefits
Principal payments on long-term debt.........................................
Purchase of treasury stock.........................................................
Net payments under lines of credit.............................................
Net borrowings (payments to) officers.........................................
Dividends paid........................................................................
Payment in lieu of fractional shares.............................................
Net cash used in financing activities...........................................
Net increase (decrease) in cash.....................................................
Cash and cash equivalents, beginning of year..................................

Fiscal Year Ended
May 29,
1992

May 31,
1991

$ 13,862,567

$21,054,846

$ 19,604,723

7,379,378
(780,000)
26,601
61,800
—

7,109,268
(1,101,200)
112,253
143,400

7,800,006
2,281,200
263,193
273,897
504,064

(1,814,851)
1,866,585
(528,574)
(264,580)

2,556,153
(513,385)
558,000
825,055

2,109,702
(9,992,382)
291,771
(372,709)

1,784,084
862,163
(392,575)
8,200,031
22,062,598

(5,458,032)
(1,067,374)
392,575
3,556,713
24,611,559

1,329,517
6,418,751
—
10,907,010
30,511,733

(146,000)

(1,200,000)

_
1,296,000
(2,160,000)
461,305
(19,197,032)
—
(19,599,727)

—

—
—

315,389
(9,379,116)
(1,192,463)
(10,402,190)
7,000,000

—

—

—

—
273,215
(5,688,907)
—
(6,615,692)

_
1,386,341

885,800
(1,179,638)
(3,861)
(7,715,370)
(5,252,499)
13,931,928
$ 8,679,429

9,358,830
821,182
(12,140,009)
(4,209,890)
(6,500,000)
(598,135)
(466,660)
(4,549)
(6,739,231)
7,470,138
6,461,790
$ 13,931,928

$ 2,421,000

$ 3,849,000

$ 4,493,000

$ 8,891,000

$ 10,948,000

$ 5,167,000

—

744,133
(8,161,804)
—
—

—

629,019
(2,570,811)
(1,739,940)
(22,535,000)
(141,053)
—
—
(24,971,444)
(1,075,403)
7,537,193
$ 6,461,790

Supplemental disclosures of cash flow information:
Cash paid during the year:

Noncash Investing Activities
Long-term debt of $2,115,000 was incurred in fiscal 1993 when the Company invested in a limited partnership in properties
qualifying for low income housing tax credits.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting Policies

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, demand
deposits and short-term investments with a m aturity of
three months or less at the date of acquisition.
WAUSAU PAPER M ILLS COMPANY
C o n so lid a te d S tatem ents o f Cash Flow s

For the Years Ended August 31,
(A ll dollar amounts in thousands)____________________________________________________1993________ 1992________ 1991

Increase (Decrease) in Cash and Cash Equivalents:
Cash Flows From Operating Activities:
Net earnings....................................................................................................................
$ 22,621
$ 40,009
$ 30,475
Adjustments to reconcile net earnings to net cash provided by operating activities:
Provision for depreciation, depletion and amortization.........................................................
15,445
13,760
13,344
Provision for allowance for doubtful accounts...................................................................
49
—
132
Loss on property, plant and equipment disposals................................................................
123
364
498
Provision for postretirement benefits other than pensions....................................................
26,590
—
4,620
Deferred income taxes ..................................................................................................
(6,682)
4,704
Changes in operating assets and liabilities:
Receivables..............................................................................................................
(1,978)
(2,923)
1,741
Inventories................................................................................................................
(22,463)
(7,661)
(7,293)
Other assets..............................................................................................................
(907)
563
(4,088)
Accounts payable and other liabilities............................................................................
1,472
(703)
13,371
Accrued income taxes.................................................................................................
105_______(2,216)__________
2,456
Total adjustments....................................................................................................... .......... 11,754______ 5,888_______24,781
Net Cash Provided by Operating Activities.........................................................................
34,375______ 45,897______ 55,256
Cash Flows From Investing Activities:
Capital expenditures......................................................................................................
Proceeds from property, plant and equipment disposals.....................................................
Net Cash Used in Investing Activities...............................................................................

(51,026)
(30,165)
(24,685)
52__________35_________ 88
(50,974)
(30,130)
(24,597)

Cash Flows From Financing Activities:
Net proceeds from issuance of long-term notes.................................................................
Net proceeds from (repayments of) commercial paper.......................................................
Borrowings (repayments) under revolving credit facility.......................................................
Repayment of long-term debt..........................................................................................
Dividends paid..............................................................................................................
Proceeds from sale of treasury stock...............................................................................
Net Cash Provided by (Used in) Financing Activities............................................................
Net increase (decrease) in cash and cash equivalents............................................................
Cash and cash equivalents at beginning of year.....................................................................
Cash and Cash Equivalents at End of Year............................................................................

30,000
—
—
—
(8,642)
8,642
(7,000)
5,000
(30,500)
(363)
(8,651)
(2,827)
(5,559)
(5,000)
(4,473)
161__________ 15_________ —
17,239______ (17,278)_____(29,158)
640
(1,511)
1,501
1,984_______ 3,495_______ 1,994
$ 2,624
$ 1,984
$ 3,495

Supplemental Cash Flow Information:
Interest paid (net of amount capitalized)............................................................................
Income taxes paid.........................................................................................................

$

928
20,763

$ 1,554
18,944

$ 3,972
9,474

Noncash Investing and Financing Activities
Capital lease obligations of $550,000, $80,000 and $575,000 in 1993,1992 and 1991, respectively, were incurred when the
company entered into leases for new equipment.
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NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Cash Equivalents
The company defines cash equivalents as highly liquid,
short-term investments with an original m aturity of three
months or less.

CASH AND CASH EQUIVALENTS
A Statement of Cash Flows explains the change during
a period in cash and cash equivalents. The amounts of
cash and cash equivalents reported on a Statement of
Cash Flows should agree with the amounts of cash and
cash equivalents reported on a Statement of Financial
Position. Paragraph 10 of SFAS No. 95 requires that
an entity disclose what items are treated as cash equiva
lents. Table 5-5 shows the descriptive term s used by
the survey companies to describe a change in cash and
cash equivalents.

TABLE 5-5: CASH AND CASH EQUIVALENTS
Cash and cash equivalents..........
Cash and equivalents.................
Cash........................................
Cash and short-term
investments............................
Cash and short-term cash
investments............................
Cash and temporary cash
investments............................
Cash and temporary
investments............................
Cash and marketable securities...
Other descriptive captions..........
Total Companies...................

1993
416
44
77

1992
415
45
73

1991
412
35
77

1990
391
37
90

31

37

39

46

3

3

4

4

9

9

11

10

5
5
10

5
4
9

6
7
9

9
9
4

600

600

600

600
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This section reviews the format and content of Independent
Auditors’ Reports appearing in the annual reports of the
600 survey companies. Effective November 1972, Statement
on A uditing Standards No. 1, issued by the Auditing Stand
ards Board of the AICPA, codified and superseded State
m ents on A uditing Procedures Nos. 33-54 previously
issued by the Committee on Auditing Procedure. Subse
quent to SAS No. 1, seventy-two Statements on Auditing
Standards have been issued.

TITLE
Paragraph 8a of Statem ent on A uditing Standards No. 58
states that the title of an auditors’ report should include
the word independent.
The titles of auditors’ reports presented in the annual
reports of 598 survey companies included the words
independent and report. 300 titles identified the auditors
as auditors, 173 as accountants, 104 as public accountants,
and 21 as certified public accountants.

PRESENTATION IN ANNUAL REPORT
ADDRESSEE
Table 6-1 shows where, in relation to the financial state
ments and notes thereto, the Independent Auditors’
R eports were presented in the annual reports to
stockholders.

TABLE 6-1: PRESENTATION IN ANNUAL REPORT
Follows financial statements
and notes.............................
Precedes financial statements
and notes.............................
Between financial statements
and notes.............................
Other ......................................
Total Companies.....................

1993

1992

1991

1990

392

393

384

386

193

189

195

189

9
6

13
5

11
10

14
11

600

600

600

600

Paragraph 9 of Statem ent on A uditing Standards No. 58
states:
The report may be addressed to the company whose
financial statements are being audited or to its board
of directors or stockholders. A report on the financial
statements of an unincorporated entity should be
addressed as circumstances dictate, for example, to the
partners, to the general partner, or to the proprietor.
Occasionally, an auditor is retained to audit the finan
cial statements of a company that is not his client;
in such a case, the report custom arily is addressed to
the client and not to the directors or stockholders
of the company whose financial statements are
being audited.
Table 6-2 summarizes the addressee mentioned in the
Auditors’ Reports of the survey companies.

TABLE 6-2: ADDRESSEE OF AUDITORS’ REPORT
Board of Directors and
Stockholders...................
Stockholders .....................
Board of Directors..............
Company..........................
Other or no addressee.........
Total Companies............ . . . .

1993

1992

1991

1990

484
54
40
19
3

477
57
46
17
3

476
59
46
16
3

475
62
48
13
2

600

600

600

600
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AUDITORS’ STANDARD REPORT
Paragraph 8 of Statem ent on A uditing Standards No. 58
presents examples of auditors’ standard reports for single
year financial statements and for comparative two year
financial statements. The examples presented in para
graph 8 of SAS No. 58 follow.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the
financial position of X Company as of [at] December
31, 19X2 and 19X1, and the results of its operations
and its cash flows for the years then ended in confor
mity with generally accepted accounting principles.
[Signature]

INDEPENDENT AUDiTOR’S REPORT

We have audited the accompanying balance sheet
of X Company as of December 31, 19XX, and the
related statements of income, retained earnings,
and cash flows for the year then ended. These finan
cial statements are the responsibility of the Com
pany’s management. Our responsibility is to express
an opinion on these financial statements based on
our audit.
We conducted our audit in accordance with gener
ally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An
audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the
overall financial statement presentation. We believe
that our audit provides a reasonable basis for our
opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the finan
cial position of X Company as of [at] December 31,
19XX, and the results of its operations and its cash
flows for the year then ended in conform ity with
generally accepted accounting principles.
[Signature]
[Date]
INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying balance sheets
of X Company as of December 31, 19X2 and 19X1,
and the related statements of income, retained earn
ings, and cash flows for the years then ended. These
financial statements are the responsibility of the
Company’s management. Our responsibility is to
express an opinion on these financial statements
based on our audits.
We conducted our audits in accordance with
generally accepted auditing standards. Those stand
ards require that we plan and perform the audit to
obtain reasonable assurance about whether the
financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the
financial statements. An audit also includes assessing
the accounting principles used and significant
estimates made by management, as well as evaluat
ing the overall financial statement presentation. We
believe that our audits provide a reasonable basis for
our opinion.

[Date]

Most of the survey companies present a balance sheet
for 2 years and the other basic financial statements for
3 years. Appropriate wording in this situation is stated
in footnote 7 to paragraph 8. An example of an auditors’
standard report for an entity presenting a balance sheet
for 2 years and the other basic financial statements for 3
years follows.
REPORT OF INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS

Board of Directors
Peerless Mfg. Co.:
We have audited the accompanying consolidated balance
sheets of Peerless Mfg. Co. and Subsidiaries as of June
30, 1993 and 1992, and the related consolidated state
ments of earnings, changes in stockholders’ equity, and
cash flows for each of the three years in the period ended
June 3 0 , 1993. These financial statements are the respon
sibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements
based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe our audits provide a reasonable basis for our
opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Peerless Mfg. Co. and Subsidiaries
as of June 3 0 ,1993 and 1992, and the consolidated results
of their operations and their consolidated cash flows
for each of the three years in the period ended June 30,
1993, in conform ity with generally accepted accounting
principles.

Reference to Report of Other Auditors

TABLE 6-3: REFERENCES TO OTHER AUDITORS
1993

1992

7
5

9
6

1991

1990

Examination by Other
Auditors Covers:
Statem ents fo r
consolidated s u b s id ia ry ..............
Statem ents o f investee o n ly ...........
Statem ents fo r prio r
years o n ly .......................................

10

5

3

6

Total Companies...................

22

20

20

24

10
7

10
8

REFERENCE TO REPORT OF OTHER
AUDITORS
When the opinion of a principal auditor is based in part on
the report of another auditor, Section 543 of Statem ent on
A uditing Standards No. 1 provides guidance to the prin
cipal auditor. Paragraph 7 of Section 543 states:
When the principle auditor decides that he w ill make
reference to the audit of the other auditor, his report
should indicate clearly, in both the scope and opinion
paragraphs, the division of responsibility as between
that portion of the financial statements covered by his
own audit and that covered by the audit of the other
auditor. The report should disclose the m agnitude of
the portion of the financial statements audited by the
other auditor. This may be done by stating the dollar
amounts or percentages of one or more of the follow
ing: total assets, total revenues, or other appropriate
criteria, whichever most clearly reveals the portion of
the financial statements audited by the other auditor.
The other auditor may be named but only with his per
mission and provided his report is presented together
with that of the principal auditor.
Paragraph 12 and 13 of Statem ent on A uditing Stan
dards No. 58 reaffirm the requirements of Section 543.
Paragraph 13 presents an example of an auditors’ report
referring to the report of other auditors. The example in
paragraph 13 and additional examples of auditors’ reports
referring to the report of other auditors follow.
INDEPENDENT AUDITOR’S REPORT

We have audited the consolidated balance sheets of
ABC Company as of December 31, 19X2 and 19X1,
and the related consolidated statements of income,
retained earnings, and cash flows for the years then
ended. These financial statements are the responsibil
ity of the Company’s management. Our responsibility
is to express an opinion on these financial statements
based on our audits. We did not audit the financial
statements of B Company, a wholly-owned subsidi
ary, which statements reflect total assets of $ _____
and $ ________ as of December 3 1 , 19X2 and 19X1,
respectively, and total revenues of $ _______ and
$ _______ for the years then ended. Those statements
were audited by other auditors whose report has
been furnished to us, and our opinion, insofar as it
relates to the amounts included for B Company, is
based solely on the report of the other auditors.
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We conducted our audits in accordance with
generally accepted auditin g standards. Those
standards require that we plan and perform the audit
to obtain reasonable assurance about whether the
financial statements are free of material misstate
ment. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in
the financial statements. An audit also includes
assessing the accounting principles used and signifi
cant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits and the report of other
auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the report
of other auditors, the consolidated financial state
ments referred to above present fairly, in all material
respects, the financial position of ABC Company as
of December 3 1 ,19X2 and 19X1, and the results of its
operations and its cash flows for the years then
ended in co n fo rm ity w ith g e n e ra lly accepted
accounting principles.
INDEPENDENT AUDITORS’ REPORT

To the Shareholders and Board of Directors,
Molex Incorporated, Lisle, Illinois:
We have audited the accompanying consolidated balance
sheets of Molex Incorporated and its subsidiaries as of
June 30, 1993 and 1992, and the related consolidated
statements of income, shareholders’ equity, and cash
flows for each of the three years in the period ended June
3 0 ,1993. These financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits. We did not audit the financial statements of
certain components of Molex Incorporated, which state
ments reflect total assets constituting 31% of consolidated
total assets as of June 30, 1992 and total net revenues
constituting 31% and 32% of consolidated total net
revenues for the years ended June 30, 1992 and 1991,
respectively. Such financial statements were audited by
other auditors whose reports have been furnished to us,
and our opinion, insofar as it relates to the amounts
included for those components, is based solely on the
reports of such other auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits and the reports of other audi
tors in 1992 and 1991 provide a reasonable basis for
our opinion.
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In our opinion, based on our audits and the reports of
other auditors in 1992 and 1991, such consolidated financial
statements present fairly, in all material respects, the
financial position of Molex Incorporated and its subsidi
aries as of June 3 0 ,1993 and 1992, and the results of their
operations and their cash flows for each of the three years
in the period ended June 30. 1993 in conform ity with
generally accepted accounting principles.
As discussed in Notes 1 and 7 to the consolidated finan
cial statements, the Company changed its method of
accounting for certain postretirem ent benefits to conform
with the provisions of Statement of Financial Accounting
Standards No. 106, “ Empioyers’ Accounting for Post
retirem ent Benefits Other Than Pensions,” in 1993.
INDEPENDENT AUDITO RS' REPORT

To the Board of Directors
National Intergroup, Inc.
Carrollton, Texas:
We have audited the accompanying consolidated balance
sheets of National Intergroup, Inc. and subsidiaries as of
March 31, 1993 and 1992, and the related statements of
consolidated operations, stockholders’ equity and cash
flows for each of the three years in the period ended
March 31, 1993. These financial statements are the
responsibility of the Corporation’s management. Our
responsibility is to express an opinion on these financial
statements based on our audits. We did not audit the
financial statements of National Steel Corporation, the
Corporation’s investment in which is accounted for by use
of the cost method. National Steel Corporation was
accounted for by the use of the equity method until March
1 , 1991. The Corporation’s investment of $97,377,000 and
$111,787,000 in National Steel Corporation’s net assets at
March 31, 1993 and 1992, respectively, and its share of
income (losses) of $0, $0 and $(2,710,000) in that Corpora
tion’s operations for the three years ended March 31,
1993, 1992, and 1991, respectively, are included in the
accompanying consolidated financial statements. The
financial statements of National Steel Corporation were
audited by other auditors whose report has been furnished
to us, and our opinion, insofar as it relates to the amounts
included for National Steel Corporation, is based on the
report of such other auditors.
We conducted our audits in accordance w ith generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits and the report of other auditors
provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the
other auditors, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of National intergroup, Inc. and subsidiaries at March
3 1 ,1993 and 1992, and the resuits of their operations and
their cash flows for each of the three years in the period
ended March 31, 1993, in conform ity with generally
accepted accounting principles.
As discussed in Note B to the consolidated financial
statements, the Corporation adopted Statement of Finan
cial Accounting Standards No. 109 and retroactively
restated the 1992 and 1991 financial statements for the
change. As discussed in Note M to the consolidated finan
cial statements, the Corporation adopted Statement of
Financial Accounting Standards No. 106 during the year
ended March 3 1 , 1991.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders of Univar Corporation:
We have audited the accompanying consolidated balance
sheets of Univar Corporation and subsidiaries as of
February 2 8 , 1993 and February 2 9 , 1992, and the related
consolidated statements of operations, shareholders’
equity and cash flows for each of the three years in the
period ended February 2 8 ,1993. These financial statements
are the responsibility of the Corporation’s management.
Our responsibility is to express an opinion on these finan
cial statements based on our audits. We did not audit the
financial statements of the Corporation’s wholly owned
Canadian subsidiary, which statements reflect assets of
16% and 14% of the 1993 and 1992 consolidated assets
and net revenues of 15%, 14%, and 14% of the 1993,1992
and 1991 consolidated net revenues, respectively. Those
statements were audited by other auditors whose report
has been furnished to us and our opinion, insofar as it
relates to the amounts included for those entities, is based
solely on the report of the other auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of m aterial misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
in our opinion, based on our audits and the report of
other auditors, the financial statements referred to above
present fairly, in all m aterial respects, the financial posi
tion of Univar Corporation and subsidiaries as of February
28, 1993 and February 29, 1992, and the results of their
operations and their cash flows for each of the three years
in the period ended February 2 8 , 1993, in conform ity with
generally accepted accounting principles.
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Uncertainties

TABLE 6-4: UNCERTAINTIES
1993

1992

1991

1990

Litigation ....................................
Going c o n c e rn ...........................
O ther ...........................................

18
8
6

18
17
7

16
17
6

20
18
8

Total Uncertainties............

32

42

39

46

Total Companies..............

29

35

32

34

As discussed in note 12 to the financial statements, the
company is a defendant in various lawsuits with Intel
Corporation regarding intellectual property rights. The
ultim ate outcome of these lawsuits cannot presently be
determ ined. Accordingly, no provision for any liability that
may result has been made in the consolidated financial
statements.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): C ontingencies

UNCERTAINTIES
Table 6-4 summarizes the nature of uncertainties for
which auditors expressed unqualified opinions but added
explanatory language to their reports as required by State
m ent on A uditing Standards No. 58. Paragraphs 16-33 of
SAS No. 58 and SAS No. 59, as amended by SAS No. 64,
discuss uncertainties. Examples of explanatory language
as to uncertainties follow.

Litigation
REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Shareholders
Advanced Micro Devices, Inc.:
We have audited the accompanying consolidated balance
sheets of Advanced Micro Devices, Inc. as of December
26, 1993 and December 27, 1992, and the related con
solidated statements of operations and cash flows for
each of the three years in the period ended December 26,
1993. These financial statements are the responsibility
of the company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance w ith generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
in our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Advanced Micro Devices, Inc.
as of December 2 6 ,1993 and December 27,1992, and the
consolidated results of its operations and its cash flows for
each of the three years in the period ended December 26,
1993, in conform ity with generally accepted accounting
principles.

Microcode Litigations
Intel Corporation has filed three suits against the company,
alleging copyright infringem ent involving AMD’s use of
Intel m icrocode in the Am80C287™ math coprocessors,
the Am386 microprocessors and the Am486 microproces
sors. The suits generally allege that the company violated
copyrights on Intel microcode and concern two agreements
between Intel and the company: (1) the 1976 Agreement
and (2) the 1982 Agreement. The Microcode Litigations
are all in various stages of litigation.
Depending on the result and the status of the Micro
code Litigations, an unfavorable decision in any single or
com bination of the Microcode Litigations could result in a
material monetary damages award to Intel and/or preclude
the company from continuing to produce Am386 and
Am486 products containing Intel copyrighted microcode,
and thus could materially adversely impact the company’s
financial condition and results of operations. The AMD/Intel
Litigations involve m ultiple interrelated and com plex
issues of fact and law. Therefore, the ultim ate outcome of
the AMD/Intel Litigations cannot presently be determ ined.
Accordingly, no provision for any liability that may result
upon the adjudication of the AMD/Intel Litigations has
been made in the com pany’s financial statements.
INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Binks M anufacturing Company:
We have audited the accompanying consolidated balance
sheets of Binks M anufacturing Company and consoli
dated subsidiaries as of November 30, 1993 and 1992,
and the related consolidated statements of earnings,
stockholders’ equity and cash flows for each of the years
in the three-year period ended November 3 0 , 1993. These
consolidated financial statements are the responsibility of
the Company’s management. Our responsibility is to
express an opinion on these consolidated financial state
ments based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Binks M anufacturing Company
and consolidated subsidiaries as of November 30, 1993
and 1992, and the results of their operations and their
cash flows for each of the years in the three-year period
ended November 30, 1993, in conform ity with generally
accepted accounting principles.
As discussed in note 13 to the consolidated financial
statements, a judgm ent of $2.75 m illion was awarded
against the Company in a civil action alleging infringe
ment of a patent. The Company is appealing the decision;
accordingly, the outcome of this litigation and the amount
of damages, if any, that may ultim ately be incurred cannot
be determined and no provision for any liability has been
made in the accom panying consolidated financia l
statements.
As discussed in notes 1 and 9 to the consolidated finan
cial statements, the Company changed its method of
accounting for income taxes in 1992 to adopt the provi
sions of the Financial Accounting Standards Board's
Statement of Financial Accounting Standards No. 109,
“ Accounting for Income Taxes.”
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13. Contingencies
On July 2 , 1993, a judgm ent was entered against the Com
pany in a civil action instituted by Graco, Inc. in the United
States D istrict in Houston, Texas alleging infringem ent of
a U.S. patent held by Graco. The judgm ent provides for a
total award of $2.75 m illion against the Company. The
Company is appealing the judgm ent and has furnished an
appeal bond in an amount equal to the judgm ent which
has been secured by a letter of credit. After consulting
w ith counsel, the Company has determined that it is not
possible at this tim e to estimate the amount of damages,
if any, that may ultim ately be incurred. Accordingly, no
provision has been made in the accompanying consoli
dated financial statements.
The Company is the defendant in a lawsuit filed by
form er financial advisors seeking approxim ately $900,000
under term s of a contract. Management believes that all
required payments have been made and no further
amounts have been provided for.
The Company has certain contingent liabilities result
ing from litigation and claim s incident to the ordinary
course of business. Management believes that the proba
ble resolution of such contingencies w ill not m aterially
affect the financial position or results of operations of
the Company.
INDEPENDENT AUDITORS’ REPORT

To the Stockholders of Honeywell Inc.;
We have audited the statement of financial position of
Honeywell Inc. and subsidiaries as of December 3 1 ,1993
and 1992, and the related statements of income and cash
flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.

We have conducted our audits in accordance with
generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial state
m ents are free of m aterial m isstatem ent. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles
used and significant estimates made by management, as
well as evaluating the overall financial statement presen
tation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, such financial statements present fairly,
in all material respects, the financial position of Honeywell
Inc. and subsidiaries at December 3 1 ,1993 and 1992, and
the results of their operations and their cash flows for each
of the three years in the period ended December 3 1 ,1993,
in conformity with generally accepted accounting principles.
As discussed in Note 19 to the financial statements,
Honeywell is a defendant in litigation alleging (1) patent
infringement (2) market monopolization and (3) interference
with the plaintiff’s markets and contractual relationships.
A federal court jury has returned a verdict against Honey
well on the patent infringement and intentional interference
claim s in the case in the amount of $1.2 billion; however,
the court has yet to rule on significant, complex and inter
related issues that could alter or elim inate the jury verdict.
The ultim ate outcome of the litigation cannot presently be
determined. Accordingly, no provision for any loss that
may result from the resolution of this matter has been
made in the accompanying financial statements.
As discussed in Notes 1 ,4 and 17 to the financial state
ments, in 1992 the Company changed its method of
accounting for postemployment benefits, income taxes
and postretirem ent benefits other than pensions.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in Millions Except Per Share Am ounts)
Note 19 (In P art): Contingencies

Litton Litigation
On March 1 3 ,1990, Litton Systems Inc. filed suit against
Honeywell in U.S. D istrict Court, Central D istrict of Cali
fornia, alleging Honeywell patent infringem ent relating to
the process used by Honeywell to coat mirrors incorporated
in its ring laser gyroscopes; attempted monopolization
by Honeywell of certain alleged markets for products
containing ring laser gyroscopes; and intentional inter
ference by Honeywell with Litton’s prospective advantage
in European markets and with its contractual relationships
with Ojai Research, Inc., a California corporation. Honeywell
has filed counterclaim s against Litton alleging, among
other things, violations by Litton of various antitrust laws
including attempted m onopolization of markets for inertial
systems and interference with Honeywell’s relationships
with suppliers.

Uncertainties

The trial of the patent infringem ent and intentional inter
ference claim s commenced June 4 , 1993, and on August
3 1 , 1993, a federal court jury in U.S. D istrict Court in Los
Angeles returned a verdict against Honeywell on each of
these claim s and awarded damages in the amount of
$1,200.0 and concluded that the patent infringem ent was
w illful. Honeywell believes the verdict is unsupported
by the facts; that the Litton patent is invalid; and that
Honeywell’s process differs from Litton’s. The judge in the
case held a hearing November 22, 1993, on various
issues, including, among others, Honeywell’s claim s that
the patent was im properly obtained due to alleged “ ineq
uitable conduct’ ’ on the part of Litton and Honeywell’s
other legal and equitable defenses. The court has not yet
entered a judgm ent. The trial w ill conclude when the court
has resolved legal issues that could alter or elim inate the
jury verdict. Honeywell w ill evaluate the outcome of the
trial, including appealing any significant judgm ent against
the company. No trial date has been set for the antitrust
claim s of Litton and Honeywell.
The court has yet to rule on significant, complex and
interrelated issues that could alter or elim inate the jury
verdict; therefore, Honeywell and its counsel have deter
mined that it is not possible to estimate the amount of
damages, if any, that may ultim ately be incurred. As a
result, no provision has been made in the financial state
ments with respect to this contingent liability.
REPORT OF INDEPENDENT AUDITORS

To the Shareholders and Board of Directors
SCI Systems, Inc.,
Huntsville, Alabama:
We have audited the accompanying consolidated balance
sheets of SCI Systems, Inc. as of June 3 0 ,1993,1992, and
1991, and the related consolidated statements of income,
shareholders’ equity and cash flows for the years then
ended. These financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of SCI Systems, Inc. at
June 30, 1993, 1992, and 1991, and the consolidated
results of its operations and its cash flows for the years
then ended in conform ity w ith generally accepted
accounting principles.
As discussed in Note D to the consolidated financial
statements, the Company is involved in sealed litigation
related to certain subcontracts on the cancelled A-12 air
craft. The Company believes it has m eritorious defenses
to claim s against it, although no assurance can be given
to that effect, and intends to vigorously pursue claim s
against the prime contractor. The ultim ate outcome of this
matter cannot presently be determined.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note D— Litigation and Special Provisions.
The Company was a subcontractor to General Dynamics
Corporation (GD) and M cDonnell A ircraft Company
(McDonnell) for development of certain subsystems for
the U.S. NAVY A-12 aircraft. The Government in January
1991 announced cancellation (for default) of the A-12
prime contracts. GD cancelled for convenience its two
subcontracts w ith the Company; negotiations were
completed during fiscal year 1993’s first quarter at the
approxim ate am ount previously accrued for by the
Company as settlem ent of those two subcontracts. Can
cellations for convenience were also received from
McDonnell and another A-12 aircraft subcontractor on an
additional nine subcontracts, with settlem ent negotiations
ongoing. In October 1991, McDonnell filed a sealed suit in
Federal Court in St. Louis, Missouri claim ing default on
seven other subcontracts, which account for the m ajority
of the Company’s A-12 program exposure of approxi
mately $22,200,000. Based upon the advice of special
counsel, the Com pany believes it has m eritorious
defenses, although no assurance can be given to that
effect, and intends to vigorously pursue its counter claims
against McDonnell through the courts.
During the second quarter of fiscal 1991, the Company
provided $4,000,000 as a special provision for possible
loss on its A-12 subcontracts.
During 1991, the Company also made special provisions
of $8,897,000 for closing certain m anufacturing facilities
and discontinuing certain product lines.
The inform ation included in the Company’s Annual
Report on Form 10-K for the year ended June 30, 1993,
under the caption “ Item 3. Legal Proceedings’’ is incorpo
rated herein by reference.
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Going Concern
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Going Concern and Litigation
INDEPENDENT AUDITORS’ REPORT

To the Stockholders and Board of Directors of
Waxman Industries, Inc.:

The Board of Directors
Eagle-Picher Industries, Inc.:

We have audited the accompanying consolidated balance
sheet of Waxman Industries, Inc. and Subsidiaries (the
Company) as of June 3 0 , 1993 and 1992, and the related
consolidated statements of income, stockholders’ equity
and cash flows for each of the three years In the period
ended June 3 0 , 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Waxman Industries, Inc. and Subsidiaries as of
June 3 0 ,1993 and 1992, and the results of their operations
and their cash flows for each of the three years in the
period ended June 3 0 , 1993, in conform ity with generally
accepted accounting principles.
The accompanying financial statements have been
prepared assuming that the Company w ill continue as a
going concern. As shown in the accompanying consoli
dated financial statements, the Company incurred a
significant net loss for the year ended June 3 0 , 1993. As
discussed in Notes 2 and 6, the Company was not in
com pliance with certain term s of its long-term debt
agreements at June 3 0 , 1993. As the result of a covenant
violation contained in one of the Company’s debt instru
ments, the holders of such debt may, after notice and
expiration of applicable grace periods, declare the entire
amount of such indebtedness due and payable immediately,
which would result in cross-defaults under all of the
Company’s debt instruments. Management’s plans to
restructure its long-term debt are also discussed in Note 2.
These conditions raise substantial doubt about the
Company’s ability to continue as a going concern. The
accompanying consolidated financial statements do not
include any adjustments relating to the recoverability and
classification of asset carrying amounts or the amount
and classification of liabilities that m ight result should the
Company be unable to continue as a going concern.
As explained in Note 3 to the consolidated financial
statements, effective July 1 , 1992, the Company changed
its method of accounting for certain warehousing and
catalog costs.

We have audited the accompanying consolidated balance
sheet of Eagle-Picher Industries, Inc. and subsidiaries
(debtor in possession, as of January 7 , 1991) as of Novem
ber 30, 1993 and 1992, and the related consolidated
statements of income (loss), shareholders’ equity (deficit),
and cash flows for each of the years in the three-year
period ended November 30, 1993. These consolidated
financial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an
opinion on these consolidated financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all m aterial respects,
the financial position of Eagle-Picher Industries, Inc. and
subsidiaries as of November 3 0 , 1993 and 1992, and the
results of their operations and their cash flows for each of
the years in the three-year period ended November 30,
1993 in conform ity with generally accepted accounting
principles.
The accompanying consolidated financial statements
have been prepared assuming that the Company w ill
continue as a going concern. As discussed in Note B to
the consolidated financial statem ents, Eagle-Picher
Industries, Inc. (“ the Company’’) and seven of its domestic
subsidiaries each filed a voluntary petition for relief under
chapter 11 of the United States Bankruptcy Code in the
United States Bankruptcy Court on January 7, 1991.
Although the Company and its operating subsidiaries are
currently operating their businesses as debtors in posses
sion under the jurisdiction of the Bankruptcy Court, the
continuation of their businesses as going concerns is
contingent upon, among other things, the ability to form u
late a plan of reorganization which w ill gain approval of the
creditors and confirm ation by the Bankruptcy Court. The
filing under chapter 11 and the continued uncertainty
related to claim s associated with the Company’s sale of
asbestos products and certain other litigation as discussed
in the following paragraph, raised substantial doubt about
the Company’s ability to continue as a going concern. The
consolidated financial statements do not include any
adjustments that may be required in connection with
restructuring the Company and its subsidiaries as they
reorganize under chapter 11 of the United States
Bankruptcy Code.

549

Uncertainties

As discussed in Notes B and L to the consolidated
financial statements, the accompanying consolidated
financial statements include an estimated liability related
to claim s associated with the Company’s sale of asbestos
products. The final resolution of actual amounts, however,
is dependent upon future events, the outcome of which is
not fully determ inable at the present time. In addition, as
discussed in Note M, the Company is a defendant in vari
ous other litigation. Although provisions have been made
for these matters, the final outcomes and their effect on
the Company’s consolidated financial statements are not
presently determinable.
As discussed in Notes A and K, the Company adopted
the provisions of the Financial Accounting Standards
Board’s SFAS No. 106, Employers’ Accounting for Post
retirem ent Benefits Other than Pensions, in 1993. As
discussed in Notes A and G, the Company changed its
method of accounting for income taxes in 1993 to adopt
the provisions of the Financial Accounting Standards
Board’s SFAS No. 109, Accounting for Income Taxes.

As discussed in Note 8 to the Consolidated Financial
Statements, in January 1994, the Company received a letter
and examination report from the D istrict Director of the
Internal Revenue Service (“ IRS” ) that proposes a tax
deficiency based on an audit of the Company’s 1988
federal income tax return. The proposed tax deficiency
relates prim arily to the Company’s tax reporting position
with regard to the receipt of $3.0 billion in 1988 in settlement
of certain litigation. Deferred income taxes were provided
in the Consolidated Financial Statements in 1988 in
connection w ith the Company’s receipt of the $3.0 billion
settlement; however, no accrual has been made for interest
on the proposed tax deficiency. The Company has filed a
protest w ith the IRS asserting the Company’s disagree
ment w ith the examination report; however, the ultim ate
outcome of this m atter is not presently determinable.
As discussed in Note 2 to the Consolidated Financial
Statements, as of January 1 , 1992, the Company changed
its method of accounting for income taxes. Also, as
discussed in Note 6 to the Consolidated Financial State
ments, as of January 1, 1991, the Company changed its
method of accounting for postretirem ent benefit costs
other than pensions.

Proposed Tax Deficiency
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors of
Pennzoil Company:
We have audited the accompanying consolidated balance
sheet of Pennzoil Company and subsidiaries as of
December 31, 1993 and 1992, and the related consoli
dated statements of income, shareholders’ equity and
cash flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the Com pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Pennzoil Company and subsidiaries as of
December 31,1993 and 1992, and the results of their oper
ations and their cash flows for each of the three years in
the period ended December 3 1 , 1993, in conform ity with
generally accepted accounting principles.

LACK OF CONSISTENCY
Table 6-5 summarizes the accounting changes for which
auditors expressed unqualified opinions but added
explanatory language to their reports as required by para
graphs 34-36 of Statem ent on A uditing Standards No. 58.
The reason for the large number of references to lack of
consistency is that many of the survey companies either
had more than one accounting change during 1993 or had
accounting changes in 1993 and prior years which were
referred to in the auditors’ reports. Examples of references
to lack of consistency follow.

TABLE 6-5: LACK OF CONSISTENCY
1993

1992

1991

1990

Postretirem ent b e n e fits ............
Incom e ta x e s ..............................
Postem ploym ent b e n e fits.........
Investm ents (SFAS No. 1 1 5 )...
Inventories:
C apitalization o f costs
fo rm e rly e x p e n s e d ...........
LIFO adopted .........................
LIFO d isco n tin u e d..................
O th e r.........................................
Pension p la n s ..............................
Statem ent o f cash flo w s ............
O ther— d e s c rib e d .......................

356
332
87
10

215
205
19

38
41

5
72

—

—

4
2
3
3
—
—

6
2
3
3
—
—

4
1
2
6
4
—

32

18

13

2
1
4
12
5
15

Total References..............

829

471

109

125

Total Companies..............

417

166

90

113

9
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Postretirement Benefits
REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Ashland Oil, Inc.;
We have audited the accompanying consolidated balance
sheets of Ashland Oil, Inc. and subsidiaries as of Septem
ber 30, 1993 and 1992, and the related consolidated
statements of income, common stockholders’ equity and
cash flows for each of the three years in the period ended
September 30, 1993. These financial statements are the
responsibility of Ashland’s management. Our responsibil
ity is to express an opinion on these financial statements
based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Ashland O il, Inc. and subsidi
aries at S eptem ber 30, 1993 and 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended Sep
tem ber 30, 1993, in conform ity with generally accepted
accounting principles.
As discussed in Note A to the consolidated financial
statements, in fiscal 1992 Ashland changed its methods of
accounting for postretirem ent benefits other than pen
sions and for income taxes.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): S ignificant Accounting Policies

Accounting Changes
In 1992, Ashland adopted Financial Accounting Standards
(FAS) Board Statement No. 106, “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions,’ ’ and
FAS 109, “Accounting for Income Taxes,’ ’ both effective as
of October 1, 1991. FAS 106 requires that the projected
future cost of providing postretirem ent benefits, such as
health care and life insurance, be recognized as an
expense as employees render service instead of when
benefits are paid, as Ashland historically had done. The
adoption of FAS 106 resulted in a net charge to income of
$278,795,000 ($415,017,000 before tax), or $4.76 per share,
for the cum ulative effect of the change in accounting
principle for prior periods. In addition, the adoption of FAS
106 resulted in a decrease in income before the cumula
tive effect of accounting changes for 1992 of $26,026,000
($39,328,000 before tax), or $.44 per share. FAS 109

superseded FAS 96, which Ashland adopted effective
October 1, 1987, and is less restrictive than FAS 96 in
allowing recognition of deferred tax assets. However, FAS
109 also requires that such assets be reduced by a
valuation allowance unless it is more likely than not those
benefits w ill be realized. Ashland’s adoption of FAS 109
resulted in a net credit to income of $11,353,000, or $.19 per
share, for the cumulative effect of the change in accounting
principle for prior periods. FAS 109 allowed recognition of
deferred tax assets upon adoption of FAS 106 that would
not have been allowed under FAS 96. Otherwise, the
adoption of FAS 109 did not have a significant effect on
incom e before the cum ulative effect of accounting
changes for 1992.
REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders of
Carpenter Technology Corporation:
We have audited the accompanying consolidated balance
sheet of Carpenter Technology Corporation and subsidi
aries as of June 30, 1993 and 1992, and the related
consolidated statements of income, shareholders’ equity
and cash flows for each of the three years in the period
ended June 3 0 , 1993. These financial statements are the
responsibility of the Com pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of m aterial misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to above
present fairly, in ail material respects, the consolidated
financial position of Carpenter Technology Corporation
and subsidiaries as of June 30, 1993 and 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended June
3 0 , 1993, in conform ity with generally accepted account
ing principles.
As discussed in Note 1 to the consolidated financial
statem ents, the Company changed its methods for
accounting for income taxes and postretirem ent benefits
other than pensions in the year ended June 3 0 , 1993.
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary o f S ignificant Accounting P olicies

Changes in Accounting Principles
During the fourth quarter of fiscal 1993, the Company
adopted, retroactive to July 1, 1992, two new financial
accounting standards, “ Employers’ Accounting for Post
retirem ent Benefits Other than Pensions’’ (SFAS 106) and
“Accounting for Income Taxes’’ (SFAS 109).
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SFAS 106 requires companies to accrue the cost of
postretirem ent benefits over the years employees provide
services to the date of their full eligibility for such benefits.
Previously, these costs were expensed as claim s were
incurred. The Company elected to im m ediately recognize
the transition obligation for benefits earned as of July 1,
1992, resulting in a noncash charge of $146,802,000 pre
tax ($87,113,000 after tax or $10.87 per share), representing
the cum ulative effect of the change in accounting. The
expense accrued in 1993 under the new m ethod
exceeded the amount under the previous method by
$7,350,000 pretax ($4,340,000 after tax or $.54 per share).
SFAS 109 changes the method of accounting for
income taxes from the deferral method to the asset/liability
method. Under this method, deferred income taxes are
determined based on enacted tax laws and rates, which
are applied to the differences between the financial state
ment bases and tax bases of assets and liabilities. The
adoption of this statement resulted in a credit to income of
$12,437,000 ($1.5 5 per share) principally for the cumulative
effect of restating deferred taxes as of July 1, 1992 to
current tax rates. This new standard also increased the
deferred taxes provided during fiscal 1993 by $1,791,000
($.23 per share).
Financial statements of years prior to 1993 were not
restated for the adoption of these new standards.
INDEPENDENT AUDITORS’ REPORT

The Stockholders and Board of Directors of
The Clorox Company;
We have audited the accompanying consolidated balance
sheets of The Clorox Company and its subsidiaries as of
June 30, 1993 and 1992, and the related statements of
consolidated earnings, consolidated stockholders’ equity
and consolidated cash flows for the years ended June 30,
1993,1992 and 1991. These financial statements are the
responsibility of the Com pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of the companies at June 3 0 , 1993 and 1992, and the
results of their operations and their cash flows for the
years ended June 3 0 , 1993,1992 and 1991 in conform ity
with generally accepted accounting principles.

As discussed in Note 1 of the consolidated financial
statements, in 1992 the Company changed its method of
accounting for postretirem ent benefits other than pen
sions to conform with Statement of Financial Accounting
Standards No. 106.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): S ignificant Accounting Policies

Accounting Changes
In Fiscal 1992, the Company adopted SFAS No. 106,
“ Em ployers’ Accounting for Postretirem ent Benefits
Other Than Pensions.’’
In adopting SFAS No. 106, the Company elected to fully
recognize the accumulated postretirem ent benefit obliga
tion as of July 1 , 1991 (see Note 13). The cum ulative effect
of adoption resulted in a 1992 charge to earnings of
$19,061,000 ($.35 per share), net of $11,832,000 tax bene
fit. Earnings before the cum ulative effect of accounting
change decreased $2,912,000 during 1992 as a result of
applying SFAS No. 106. Operating results for years
preceding 1992 were not restated for the adoption of this
new standard.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Interstate Bakeries Corporation;
We have audited the accompanying consolidated balance
sheets of Interstate Bakeries Corporation and its subsidi
aries as of May 2 9 ,1993 and May 3 0 ,1992, and the related
consolidated statements of operations, stockholders’
equity and cash flows for each of the three fiscal years in
the period ended May 2 9 , 1993. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these finan
cial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in ail material respects, the financial posi
tion of Interstate Bakeries Corporation and its subsidiaries
as of May 29, 1993 and May 30, 1992, and the results of
their operations and their cash flows for each of the three
fiscal years in the period ended May 29, 1993 in confor
m ity with generally accepted accounting principles.
As discussed in Note 5 to the consolidated financial
statements, in fiscal 1993 the Company changed its
method of accounting for postretirem ent benefits other
than pensions.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5 (In Part): Employee B enefit Plans
In addition to providing retirem ent pension benefits, the
Company provides health care benefits for eligible retired
employees. Effective at the beginning of fiscal 1993, the
Company adopted SFAS No. 106, “ Employers’ Account
ing for Postretirement Benefits Other Than Pensions,”
whereby the cost of such postretirem ent benefits is
accrued during the employee’s active service period. The
Company elected to im m ediately recognize the accumu
lated postretirement benefit obligation rather than amortize
it over future periods. The cost of providing these benefits
was previously recognized on a pay-as-you-go basis and
amounted to $1,049,000 and $1,056,000 for fiscal 1992 and
1991, respectively.
The cum ulative effect of this accounting change as of
the beginning of fiscal 1993 was to decrease net income
by $14,121,000, net of a deferred income tax benefit of
$8,655,000, or $.67 per share. In addition, the current year
effect of the accounting change was to reduce net income
by approximately $.03 per share.

Note 1 (In Part): Summary o f S ignificant Accounting Policies

REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
McDermott International, Inc.:
We have audited the accompanying consolidated balance
sheet of McDermott International, Inc. as of March 31,
1993 and 1992, and the related consolidated statements
of income (loss) and retained earnings (deficit) and cash
flows for each of the three years in the period ended
March 31, 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fa irly, in all material respects, the consoli
dated financial position of McDermott International, Inc. at
March 3 1 ,1993 and 1992, and the consolidated results of
its operations and its cash flows for each of the three years
in the period ended March 31, 1993, in conform ity with
generally accepted accounting principles.
As discussed in Note 1 to the consolidated financial
statem ents, the Com pany changed its m ethods of
accounting for income taxes and postretirem ent benefits
other than pensions in 1993.

Postretirement Health Care Benefits
During the fourth quarter of 1993 and effective April 1,
1992, McDermott International adopted SFAS No. 106,
“ Em ployers’ Accounting for Postretirem ent Benefits
Other Than Pensions.” The Statem ent requires the
accrual method of accounting for the costs of providing
postretirem ent health and welfare benefits and expanded
postretirem ent health and welfare plan disclosures. In
accordance with the Statement, M cDermott International
elected immediate recognition of its transition obligation
and recorded $249,351,000 (net of income tax benefit of
$136,228,000), or $4.79 per share, as the cum ulative effect
of an accounting change. In fiscal year 1993, other than
the cum ulative effect of the accounting change, the
adoption of SFAS No. 106 resulted in a decrease in
Income from Continuing Operations before Extraordinary
item s and Cumulative Effect of Accounting Changes and
an increase in Net Loss of $4,688,000, or $0.09 per share.
Postretirement benefit cost for prior years has not been
restated and was recognized by expensing the insurance
programs’ premiums, the seif-insured program’s claim s
paid, and the estimated unpaid liability for claim s incurred
by plan participants. The aggregate cost, including dis
continued operations, was $25,458,000 and $22,750,000
in fiscal years 1992 and 1991, respectively.
INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders
W innebago Industries, Inc.
Forest City, iowa:
We have audited the consolidated balance sheets of
W innebago Industries, Inc. and subsidiaries (the Com
pany) as of August 2 8 , 1993 and August 2 9 , 1992 and the
related statements of operations, cash flows, and changes
in stockholders’ equity for each of the three years in the
period ended August 2 8 ,1993. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these finan
cial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as weil as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
in our opinion, the consolidated financial statements
present fairly, in ail material respects, the financial posi
tion of W innebago Industries, Inc. and subsidiaries at
August 28, 1993 and August 29, 1992, and the results of
their operations and their cash flows for each of the three
years in the period ended August 2 8 , 1993 in conform ity
w ith generally accepted accounting principles.
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As discussed in Note 1 to the financial statements, the
Company changed its method of accounting for individual
deferred compensation contracts during the year ended
August 2 9 ,1992, and the Company changed its method of
accounting for income taxes to conform with Statement of
Financial Accounting Standards No. 109, “ Accounting for
Income Taxes,” during the year ended August 2 8 , 1993.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): S ignificant Accounting Policies

Accounting Change
During fiscal 1992, the Company adopted SFAS No. 106,
“ Em ployers' Accounting for Postretirem ent Benefits
Other Than Pensions” with respect to individual deferred
compensation contracts. This change in accounting
principle resulted in a cum ulative noncash charge as of
September 1 ,1991 of $7,774,000, or $.31 per share. In addi
tion, as a result of the adoption of this new standard, the
loss from continuing operations and net loss for fiscal
1992 were increased by approximately $1,360,000, or $.05
per share. The proforma results of operations, if the
accounting change had been retroactively applied in
fiscal 1991 are as follows (in OOO’s):
1991
Proform a am ounts:
Loss fro m continuing operations
Loss fro m discontinued operations
Net loss
Proform a loss per share:
Continuing operations
Discontinued operations
Net loss
Actual loss per share:
Continuing operations
Discontinued operations
Cum ulative effect o f change in accounting principle
Net loss

$(20,615)
(13,110)
$(33,725)

$

(.82)
(.5 3 )

$

(1.35)

$

(.65)
(.53)
—

$

(1.18)

Income Taxes
REPORT OF INDEPENDENT AUDiTORS

To the Board of Directors and Shareholders of
AEL Industries, Inc.:
We have audited the accompanying consolidated balance
sheets of AEL Industries, Inc. as of February 2 6 ,1993, and
February 28, 1992, and the related consolidated state
ments of operations, shareholders’ equity and cash flows
for each of the three years in the period ended February
2 6 ,1993. These financial statements are the responsibility
of the Company's management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of AEL Industries, Inc. at February 26,
1993, and February 2 8 ,1992, and the consolidated results
of its operations and its cash flows for each of the three
years in the period ended February 2 6 ,1993, in conform ity
with generally accepted accounting principles.
As discussed in the last paragraph of Note 9 to the
consolidated financial statements, the outcome of a U.S.
Government investigation associated with a fixed-price
contract is presently not determinable. No provision for
any liability that may result from this matter has been
made in the accompanying financial statements.
As discussed in Note 5 to the consolidated financial
statements, the Company changed its method of account
ing for income taxes in fiscal year 1993.
NOTES TO CONSOLIDATED FiNANCiAL STATEMENTS
5 (In Part): Incom e Taxes
Effective February 2 9 , 1992, the Company adopted State
ment of Financial Accounting Standards (SFAS) No. 109,
“ Accounting for Income Taxes.” As perm itted under SFAS
No. 109, the Company has not restated prior years’ financial
statements to apply the provisions of SFAS No. 109. The
cum ulative effect of the accounting change as of the
beginning of fiscal year 1993 was $2,540,000, or $.64 per
share, prim arily resulting from recording tax benefits
related to contract loss provisions recorded in prior years
and adjusting tax rates on previously recorded tax assets
and liabilities. The cum ulative effect includes the recogni
tion of a valuation allowance of $200,000 to reflect the
potential loss of state tax benefits. The effect of the
adoption of SFAS No. 109 on the current year’s income tax
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provision decreased net income by $920,000, or $.24 per
share, primarily relating to the establishment of a valuation
allowance for the deferred tax assets.
INDEPENDENT AUDITORS’ REPORT

To the Stockholders and Board of Directors of
American Building Maintenance industries, Inc.:
We have audited the accompanying consolidated balance
sheets of American Building Maintenance Industries, Inc.
and Subsidiaries as of October 31,1992 and 1993, and the
related consolidated statements of income, stockholders’
equity, and cash flows for each of the years in the threeyear period ended October 31,1993. In connection with our
audits of the consolidated financial statements, we also
have audited consolidated financial statement schedules
II and VIII. These consolidated financial statements and
financial statement schedules are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these consolidated financial statements
and financial statement schedules based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements and
financial statement schedules are free of material mis
statement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the overall
financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of American Building Maintenance
industries, Inc. and Subsidiaries as of October 31, 1992
and 1993, and the results of their operations and their
cash flows for each of the years in the three-year period
ended October 31, 1993, in conform ity with generally
accepted accounting principles. Also in our opinion, the
related consolidated financial statement schedules II and
VIII, when considered in relation to the basic consolidated
financial statements taken as a whole, present fairly, in all
material respects, the inform ation set forth therein.
As discussed in Note 11 to the consolidated financial
statements, the Company changed its method of account
ing for income taxes in 1993 and restated prior period
financial statements to reflect the change.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Incom e Taxes
As discussed in Note 1, the Company adopted Statement
109 in the fiscal year ended October 31, 1993 and has
applied the provisions of Statement 109 retroactively to
November 1 , 1988. Application of Statement 109 resulted
in a decrease to retained earnings at October 3 1 , 1990 of
$2,616,000 as stated in the Consolidated Statements of
Stockholders’ Equity. The retroactive im plem entation
resulted in no change to the previously reported net
income and earnings per common share for the years
ended October 3 1 ,1991 and 1992.
REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors
CalMat Co.
Los Angeles, California:
We have audited the accompanying consolidated balance
sheets of CalMat Co. and subsidiaries as of December 31,
1993 and 1992, and the related consolidated statements
of operations, stockholders’ equity and cash flows for
each of the three years in the period ended December 31,
1993. These consolidated financial statements are the
responsibility of the Com pany’s m anagem ent. Our
responsibility is to express an opinion on these consoli
dated financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial state
ments are free of m aterial m isstatem ent. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the account
ing principles used and significant estimates made by
management, as well as evaluating the overall consolidated
financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of CalMat Co. and
subsidiaries as of December 3 1 , 1993 and 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended
December 31 ,1993, in conform ity w ith generally accepted
accounting principles.
As discussed in Notes 4 and 9 to the consolidated finan
cial statements, effective January 1, 1993, the Company
changed its method of accounting for income taxes, and
effective January 1, 1992, the Company changed its
method of accounting for postretirem ent benefits other
than pensions.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Federal and State Taxes
In January 1993, the Company adopted Statement of
F inancial A ccounting S tandards (SFAS) No. 109,
“ Accounting for Income Taxes.” The adoption of SFAS 109
changes the Company’s method of accounting for income
taxes from the deferred method (APB 11) to an asset and
liability approach. Previously, the Company deferred the
tax effects of tim ing differences between financial report
ing and taxable income. The asset and liability approach
requires the recognition of deferred tax liabilities and
assets for the expected future tax consequences of
tem porary differences between the carrying amounts and
the tax bases of assets and liabilities.
Under SFAS 109, assets and liabilities acquired in
purchase business com binations are assigned their fair
values and deferred taxes are established for lower or
higher tax bases. Under APB 11, values assigned were
net of tax. In adopting SFAS 109, the Company adjusted
the carrying amounts of assets purchased in business
acquisitions which increased prim arily net property, plant
and equipm ent and deferred taxes by $13.5 m illion. Pretax
income from operations for the year ended December 31,
1993 was reduced by $0.6 m illion, representing prim arily
the increase in depreciation expense resulting from these
higher carrying amounts.
The adjustments to the January 1 , 1993 balance sheet
to adopt SFAS 109 netted to a credit of $0.9 m illion. This
amount, recorded in the first quarter, was reflected in 1993
net income as the cum ulative effect of a change in
accounting principle. It prim arily represents the im pact of
adjusting deferred taxes to reflect the enacted tax rate in
effect as of January 1, 1993 of 34.0% as opposed to the
higher tax rates that were in effect when the deferred
taxes originated.
REPORT OF INDEPENDENT AUDITORS

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Federal Screw Works at June 30, 1993 and
1992, and the results of its operations and its cash flows
for each of the three years in the period ended June 30,
1993, in conform ity with generally accepted accounting
principles.
As discussed in Note 1 to the financial statements, in fis
cal 1991 the Company changed its method of accounting
for income taxes.
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part) : S ignificant Accounting Policies

Income Taxes
The Company currently accounts for income taxes In
accordance with the provisions of Statement of Financial
Accounting Standards No. 109, “Accounting for Income
Taxes.” Prior to fiscal 1991, the Company accounted for
income taxes In accordance with Accounting Principles
Board Opinion No. 11. The cum ulative effect of this
change in accounting method Increased net earnings for
fiscal 1991 by $450,000 ($.40 per share).
INDEPENDENT AUDITORS’ REPORT

Board of Directors
Federal Screw Works:

To the Shareholders and the Board of Directors of
Pratt & Lambert, Inc.:

We have audited the accompanying balance sheets of
Federal Screw Works as of June 3 0 , 1993 and 1992, and
the related statements of operations, stockholders’ equity,
and cash flows for each of the three years in the period
ended June 3 0 , 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.

We have audited the accompanying consolidated balance
sheets of Pratt & Lambert, Inc. and its subsidiaries as of
December 31, 1993 and 1992, and the related consoli
dated statements of income, shareholders’ equity and
cash flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the com pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of the companies as of December 3 1 ,1993 and 1992,
and the results of their operations and their cash flows for
each of the three years in the period ended December 31,
1993, in conform ity with generally accepted accounting
principles.
As discussed in Note A to the financial statements, the
company has changed its method of accounting for
postretirement benefits other than pensions. Also discussed
in Note A, the company has changed its method of
accounting for income taxes effective January 1 , 1993 to
conform with the Statement of Financial Accounting
Standards No. 109 and, retroactively, restated the 1992
and 1991 financial statements for this change.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Accounting Policies

Income Taxes
D uring 1993, the com pany adopted the F inancial
Accounting Standards Board (FASB) Statement No. 109,
Accounting for Income Taxes. FASB Statement No. 109
requires that deferred taxes be recorded for tem porary
differences between the financial statement and tax
bases of assets and liabilities using the anticipated tax
rate when the taxes are expected to be paid or recovered.
Previously the company had recorded the tax effects of
tim ing differences between financial reporting and tax
able income under the deferred method in accordance
with Accounting Principles Board Opinion No. 11. All prior
financial statements have been retroactively restated for
the effects of the adoption of FASB Statement No. 109.
The restatement reduced Retained Earnings as of Janu
ary 1 , 1991, by $807,000. The statem ent’s adoption did not
affect net income or earnings per share in 1993, 1992
or 1991.
REPORT OF INDEPENDENT AUDITORS

To the Stockholders and Directors of
The L.S. Starrett Company:
We have audited the accompanying consolidated balance
sheets of The L.S. Starrett Company and subsidiaries as
of June 2 6 , 1993 and June 2 7 ,1992, and the related con
solidated statements of earnings, cash flows and changes
in stockholders’ equity for each of the three years in the
period ended June 26, 1993. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these finan
cial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of the Company and subsidiaries as of June 2 6 , 1993
and June 2 7 ,1992, and the results of their operations and
their cash flows for each of the three years in the period
ended June 26, 1993, in conform ity w ith generally
accepted accounting principles.
As discussed in the Accounting Changes note to the
consolidated financial statements, in 1992 the Company
changed its method of accounting for income taxes and
postretirem ent benefits other than pensions.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Changes
In fiscal 1992, the Company adopted Statement of Financial
Accounting Standards No. 109 (FAS 109), Accounting for
Income Taxes, and FAS 106, Accounting for Postretire
ment Benefits Other Than Pensions. The cum ulative
effect of both these changes has been recorded in the first
quarter of fiscal 1992.
The effect of adopting FAS 109 was to increase net earn
ings $56,000 ($0.01 per share) in 1992, which included a
negative cum ulative effect on prior years of $251,000
($0.04 per share) resulting prim arily from the effect of a
1987 acquisition.
The effect of adopting FAS 106 was to decrease net
earnings $7,623,000 ($1.10 per share) in 1992, which
included the cum ulative effect on prior years of $7,478,000
($1.08 per share), and is net of a $4,985,000 tax benefit.
FAS 106 requires companies to recognize the future cost
of postretirem ent medical and other nonpension benefits
on an accrual basis during an employee’s service in a
manner sim ilar to the present accounting method for pen
sion costs.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Board of Directors and Shareholders
Stewart & Stevenson Services, Inc.:
We have audited the accompanying consolidated state
ments of financial position of Stewart & Stevenson Services,
Inc. and subsidiaries as of January 31,1994 and 1993, and
the related consolidated statements of earnings, share
holders’ equity and cash flows for each of the three years
in the period ended January 31, 1994. These financial
statem ents are the responsibility of the Com pany’s
management. Our responsibility is to express an opinion
on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.

Lack of Consistency

In our opinion, the financial statements referred to
above present fairly, in ail material respects, the financial
position of Stewart & Stevenson Services, Inc. and sub
sidiaries as of January 3 1 ,1994 and 1993, and the results
of their operations and their cash flows for each of the
three years in the period ended January 31, 1994 in
conform ity with generally accepted accounting principles.
As discussed in Note 7 and Note 10 to the consolidated
financia l statem ents, in Fiscal 1992 the Com pany
changed its method of accounting for postretirem ent
medical benefit costs to conform with Statement of Finan
cial Accounting Standards No. 106 and its method of
accounting for income taxes to conform with Statement of
Financial Accounting Standards No. 109.
NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Incom e Taxes
Effective February 1, 1992, the Company adopted the
method of accounting for income taxes promulgated by
SFAS 109. The Company had previously accounted for
income taxes under the method promulgated by State
ment of Financial Accounting Standards No. 96 (SFAS
96). Under both SFAS 109 and SFAS 96, the deferred tax
liability is determined under the liability method based on
the difference between the financial statement and tax
bases of assets and liabilities as measured by the enacted
statutory tax rates and deferred tax expense is the result of
changes in the net liability for deferred taxes. The principal
types of differences between assets and liabilities for
financial statement and tax return purposes are accu
m ulated depreciation, pension accounting, contract
accounting, and nondeductible accruals. Adoption of
SFAS 109 did not have a material effect on Fiscal 1992
earnings before the change in accounting for SFAS 106.

Postemployment Benefits
INDEPENDENT ACCOUNTANTS’ REPORT

To the Stockholders and Board of Directors of
Atlantic Richfield Company:
We have audited the accompanying consolidated balance
sheets of Atlantic Richfield Company as of December 31,
1993 and 1992, and the related consolidated statements
of income and retained earnings and cash flows for each
of the three years in the period ended December 3 1 ,1993.
These financial statements are the responsibility of
the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
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We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Atlantic Richfield Company as
of December 31, 1993 and 1992, and the consolidated
results of its operations and its cash flows for each of the
three years in the period ended December 31, 1993, in
conform ity with generally accepted accounting principles.
As discussed in Note 3 to the consolidated financial
statements, the Company changed its method of account
ing for income taxes, postretirem ent benefits other than
pensions and postemployment benefits in 1992.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3. Accounting Changes
Effective January 1, 1992, ARCO implemented on the
im m ediate recognition basis Statem ent of Financial
Accounting Standards (SFAS) No. 106, “ Em ployers’
Accounting for Postretirement Benefits Other Than Pen
sions,’’ which requires accrual of the actuarially determined
costs of postretirem ent benefits during the years that the
employee renders the necessary service. ARCO’s previ
ous policy was to expense these costs when incurred.
The cum ulative effect of adopting SFAS No. 106 as of
January 1 , 1992, resulted in a charge of $435 m illion, or
$2.70 per share, to 1992 earnings, net of income tax
effects of approximately $262 m illion.
Effective January 1, 1992, ARCO adopted SFAS No.
109, “Accounting for Income Taxes.” The cum ulative
effect of the change on 1992 net income was a benefit of
$43 m illion, or $0.27 per share. The effect of adopting
SFAS Nos. 106 and 109 on 1992 net income, excluding the
cum ulative effect, was not material.
Effective January 1, 1992, ARCO also adopted SFAS
No. 112, “ Employers’ Accounting for Postemployment
Benefits.” The standard requires companies to accrue the
cost of postemployment benefits either during the years
that the employee renders the necessary service or at
the date of the event giving rise to the benefit, depend
ing upon whether certain conditions are met. The effect
of adoption did not have a material impact on 1992
net income.

558

Section 6: Independent Auditors’ Report

REPORT O F IN D EPEN DEN T AUDITORS

Board of Directors and Share Owners
The Coca-Cola Company;
We have audited the accompanying consolidated balance
sheets of The Coca-Cola Company and subsidiaries as of
December 31, 1993 and 1992, and the related consoli
dated statements of income, shareowners’ equity and
cash flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
in our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of The Coca-Cola Company and
subsidiaries at December 31, 1993 and 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended
December 31,1993, in conform ity w ith generally accepted
accounting principles.
As discussed in Note 1 to the consolidated financial
statements, in 1993 the Company changed its method of
accounting for postemployment benefits. As discussed in
Note 14 to the consolidated financial statements, in 1992
the Company changed its method of accounting for post
retirem ent benefits other than pensions.
NOTES 70 CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies

Changes in Accounting Principles
Statement of Financial Accounting Standards No. 112,
Employers’ Accounting for Postemployment Benefits
(SFAS 112), was adopted as of January 1 , 1993. SFAS 112
requires employers to accrue the costs of benefits to
form er or inactive employees after employment, but
before retirement. The Company recorded an accumu
lated obligation of $12 m illion, which is net of deferred
taxes of $8 m illion. The increase in annual pretax postem
ployment benefits expense in 1993 was im m aterial to
Company operations.

In 1993, the Financial Accounting Standards Board
(FASB) issued Statement of Financial Accounting Standards
No. 115, Accounting for Certain Investments in Debt and
Equity Securities (SFAS 115). SFAS 115 requires that the
carrying value of certain investments be adjusted to their
fair value. The Company’s required adoption date is Janu
ary 1 , 1994. The Company expects to record an increase
to shareowners’ equity of approximately $65 m illion in
1994 from the adoption of SFAS 115.
REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Shareholders
The Duriron Company, Inc.:
We have audited the accompanying consolidated balance
sheet of The Duriron Company, Inc. as of December 31,
1993 and 1992, and the related consolidated statements
of operations, shareholders’ equity and cash flows for
each of the three years in the period ended December 31,
1993. These financial statements are the responsibility of
the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in ail material respects, the consoli
dated financial position of The Duriron Company, Inc. at
December 31, 1993 and 1992, and the consolidated
results of their operations and their cash flows for each of
the three years in the period ended December 3 1 ,1993, in
conform ity with generally accepted accounting principles.
As discussed in Notes 14,16 and 17 to the consolidated
financial statements, effective January 1 , 1992, the Com
pany changed its method of accounting for postretirem ent
benefits other than pensions, and effective January 1,
1993 the Company changed its method of accounting for
income taxes and postemployment benefits.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

17. Postem ploym ent B enefits Under SFAS No. 112
Effective January 1, 1993, the Company adopted SFAS
No. 112, “ Employers’ Accounting for Postemployment
Benefits,’’ in accounting for workers’ compensation and
health care continuation benefits. The cum ulative effect
as of January 1 , 1993 of this change in accounting princi
ple was to decrease pretax income by $616,000, or $.03
per share. The effect of the change on 1993 income before
the cum ulative effect of the change was not material. Prior
to January 1 , 1993, the Company recognized the cost of
providing these benefits on a cash basis. Under the new
method of accounting, the Company accrues the benefits
when it becomes probable that such benefits w ill be paid
and when sufficient inform ation exists to make reasona
ble estimates of the amounts to be paid. As required by the
Statement, prior year financial statements have not been
restated to reflect the change in accounting principle.

Note 25 (In Part): Cum ulative E ffect o f Changes in
Accounting P rinciples
Effective January 1, 1993, the Company adopted State
m ent of F inancial A ccounting S tandards No. 112,
“ Employers’ Accounting for Postemployment Benefits’ ’
(“ SFAS No. 112’ ’). SFAS No. 112 generally requires that in
certain circum stances postemployment benefit costs and
obligations be recognized over the active service lives of
employees. These obligations include, but are not lim ited
to, benefits provided to form er (but not yet retired) or
inactive employees and their dependents contingent
upon disability, death, layoff or other term ination. The
Company recognized an accumulated postemployment
benefit obligation of $13.9 m illion, net of taxes of $8.6 m il
lion. This cum ulative adjustm ent is prim arily attributable
to the accrual of certain accumulated disability-related
benefits, recognition of additional workers’ compensation
expenses and the reduction of the discount rate used to
measure the present value of the Company’s workers
com pensation liabilities to 7.5 percent from approximately
ten percent.
The Company w ill continue to recognize certain
postemployment benefit expenses at the time an employee
is term inated or becomes inactive as such amounts
cannot be reasonably estimated before that time. Income
before cum ulative effect of accounting changes after
adopting SFAS No. 112 is not significantly different from
the amount the Company previously recognized for all
periods presented. Restatement of postemployment infor
mation for prior periods is not required by SFAS No. 112.
Accordingly, the Company made no restatement other
than the reclassification from interest expense to income
from operations related to the annual present value accre
tion of its workers’ com pensation liabilities.

REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Directors of Manville Corporation:
We have audited the accompanying consolidated balance
sheet of Manville Corporation as of December 31, 1993
and 1992 and the related consolidated statements of
income, cash flows and stockholders’ equity for each of
the three years in the period ended December 31, 1993.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Manville Corporation as of
December 31, 1993 and 1992, and the consolidated
results of its operations and its cash flows for each of the
three years in the period ended December 31,1993 in con
form ity with generally accepted accounting principles.
In accordance w ith statements issued by the Financial
Accounting Standards Board, as discussed in Note 25 to
the consolidated financial statements, the Company
changed its method of accounting for postemployment
benefits in 1993 and for employee postretirem ent benefits
other than pensions and income taxes in 1991.

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders of
Philip M orris Companies Inc.:
We have audited the accompanying consolidated balance
sheets of Philip M orris Companies Inc. and subsidiaries
as of December 3 1 , 1993 and 1992, and the related con
solidated statements of earnings, stockholders’ equity
and cash flows for each of the three years in the period
ended December 3 1 ,1993. These financial statements are
the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Philip M orris Companies Inc.
and subsidiaries at December 3 1 ,1993 and 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended
December 31,1993, in conform ity with generally accepted
accounting principles.
As discussed in Notes 1,13 and 14 to the consolidated
financial statements, the Company adopted in 1993 the
m ethod of accounting for postem ploym ent benefits
prescribed by Statement of Financial Accounting Standards
No. 112, and in 1991 adopted the method of accounting for
postretirem ent benefits other than pensions prescribed
by Statement of Financial Accounting Standards No. 106.
NOTES TOCONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting Policies

Postemployment Benefits
Effective January 1, 1993, the Company adopted the
m ethod of accounting for postem ploym ent benefits
prescribed by SFAS No. 112, “ Employers’ Accounting for
Postemployment Benefits.” See Note 13.
Note 13. Postemploym ent B enefits
Effective January 1, 1993, the Company adopted SFAS
No. 112, “ Employers’ Accounting for Postemployment
Benefits.” This Statement requires the Company to accrue
the costs of postemployment benefits, other than pen
sions and postretirem ent health care benefits, over the
working lives of employees. The Company previously had
expensed the cost of these benefits, which are principally
severance and disability, when the related event occurred.
The cum ulative effect at January 1, 1993 of adopting
SFAS No. 112, which was calculated on an undiscounted
basis, reduced 1993 net earnings by $477 m illion ($.54 per
share), net of $297 million of income tax benefits. Adoption
of SFAS No. 112 did not m aterially reduce 1993 earnings
before cum ulative effect of accounting change.

Investments
REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders of
ASARCO Incorporated:
We have audited the accompanying consolidated balance
sheets of ASARCO Incorporated and C onsolidated
Subsidiaries as of December 3 1 ,1993 and 1992, and the
related consolidated statements of earnings, cash flows,
and changes in common stockholders’ equity for each of
the three years in the period ended December 31, 1993.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on
our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
in our opinion, the financial statements referred to
above present fairly, in all m aterial respects, the consoli
dated financial position of ASARCO Incorporated and
Consolidated Subsidiaries as of December 3 1 , 1993 and
1992, and the consolidated results of their operations and
their cash flows for each of the three years in the period
ended December 31, 1993, in conform ity with generally
accepted accounting principles.
As discussed in Note 6 to the financial statements, the
Company changed its method of accounting for invest
ments classified as available-for-sale, as of December 31,
1993, and its equity investee Southern Peru Copper
Corporation changed its method of accounting for income
taxes as of January 1, 1993. In addition, in 1992, as dis
cussed in Note 11 to the financial statements, the Company
changed its method of accounting for postretirem ent
benefits other than pensions.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Investm ents

SFAS 115
In the fourth quarter of 1993, the Company adopted SFAS
115. Accordingly, certain of the Company’s investments,
principally MIM, have been classified as available-for-sale
securities and are reported at their fair value of $482.6 m il
lion compared to a historical cost of $309.1 m illion. The
unrealized gains of $173.4 m illion are reported as a sepa
rate component of stockholders’ equity, before deferred
taxes of $60.7 m illion. investments accounted for using
the equity method of accounting (SPCC) and investments
which do not have readily determ inable fair market values
(MEDIMSA), are not affected by this accounting principle.
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The Stockholders and Board of Directors
Marion Merrell Dow Inc.:
We have audited the accompanying consolidated balance
sheets of Marion Merrell Dow Inc. and its subsidiaries as
of December 3 1 , 1993 and 1992, and the related consoli
dated statements of income, stockholders’ equity, and
cash flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the Com pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of Marion Merrell Dow Inc. and its subsidiaries at
December 31, 1993 and 1992, and the results of their
operations and their cash flows for each of the three years
in the period ended December 3 1 ,1993 in conform ity with
generally accepted accounting principles.
As discussed in Notes 5, 7, 12, and 13 to the consoli
dated financial statements, the Company changed its
methods of accounting for certain investments in debt and
equity securities in 1993 and for postretirem ent benefits
other than pensions and for income taxes in 1992.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): Investm ents in M arketable S ecurities
Effective December 31, 1993, the Company adopted
SFAS No. 115, “ Accounting for Certain Investments in
Debt and Equity Securities.’’ SFAS No. 115 requires certain
investm ents to be categorized as e ith e r Trading,
Available-for-Sale, or Held-to-Maturity. Investments in the
Trading category are carried at fair value with unrealized
gains and losses included in income. Investments in the
Available-for-Sale category are carried at fair value with
unrealized gains and losses recorded as a special com
ponent of stockholders’ equity. Investments In the Held-toM aturity category are carried at amortized cost. The
im pact of adopting this standard was an increase to
stockholders’ equity of $82 m illion, net of tax. The impact
on net income for the year was not material.

Inventories
IN DEPENDENT AU D ITO R S’ REPORT

Shareholders and Board of Directors
Rubbermaid Incorporated:
We have audited the accompanying consolidated balance
sheets of Rubbermaid Incorporated and subsidiaries as of
December 3 1 ,1993 and 1992, and the related consolidated
statements of earnings, cash flows, and shareholders’
equity for each of the years in the three-year period ended
December 31, 1993. These consolidated financial state
ments are the responsibility of the Company’s manage
ment. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Rubbermaid Incorporated and
subsidiaries as of December 3 1 ,1993 and 1992, and the
results of their operations and their cash flows for each of
the years in the three-year period ended December 31,
1993, in conform ity with generally accepted account
ing principles.
As discussed in Note 2 to the consolidated financial
statements, the Company adopted the provisions of the
Financial Accounting Standards Board’s Statement of
Financial Accounting Standards No. 109, “ Accounting for
Income Taxes’ ’ and the provisions of the Financial
Accounting Standards Board’s Statement of Financial
Accounting Standards No. 106, “ Employers’ Accounting
for Postretirement Benefits Other Than Pensions” in
1992. Also, as discussed in Note 2 to the consolidated
financial statements, the Company changed its method of
accounting for inventories in 1992.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in thousands, except per share am ounts)
2. Accounting Changes
Effective January 1 , 1992, the Company adopted FAS No.
106, “ Employers’ Accounting for Postretirement Benefits
Other Than Pensions.” The Company elected to Immedi
ately recognize the obligation for these benefits, resulting
in a cum ulative effect charge to 1992 net earnings of
$20,112 (net of $12,015 of income taxes) or $.13 per share.
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Effective January 1, 1992, the Company modified its
inventory accounting practices to include additional costs
as part of inventoriable overhead. The Company believes
this change is preferable because it improves the match
ing of revenues and costs and improves com parability of
operating results and financial position with those of other
companies. The cum ulative effect of this change was
$11,203 (net of $6,866 of income taxes) or $.07 per share.
Effective January 1, 1992, the Company adopted FAS
No. 109, “Accounting for Income Taxes.” The cum ulative
effect of this change was $6,078 or $.04 per share.
The effect of these changes on 1992’s results, after
recording the cum ulative effect, and the pro form a effect
on the prior year results were not significant.

Reinsurance Contracts
REPORT OF INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors
Sears, Roebuck and Co.:
We have audited the accompanying Consolidated State
ments of Financial Position of Sears, Roebuck and Co. as
of December 3 1 ,1993 and 1992, and the related Consoli
dated Statements of Income, Shareholders’ Equity and
Cash Flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of Sears, Roebuck and Co. as of December 3 1 , 1993
and 1992, and the results of its operations and its cash
flows for each of the three years in the period ended
December 3 1 ,1993 in conform ity with generally accepted
accounting principles.
As discussed in Note 2 to the consolidated financial
statements, the Company changed its method of account
ing for reinsurance and certain investments in debt
securities in 1993 and postretirem ent benefits in 1992.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Accounting Changes
Effective Jan. 1 ,1993, the Company adopted Statement of
F in a n cia l A ccountin g S tandards (SFAS) No. 113,
“Accounting and Reporting for Reinsurance of ShortDuration and Long-Duration Contracts.” SFAS No. 113
establishes the conditions required for a contract to be
accounted for as reinsurance, prescribes accounting and
reporting standards for those contracts and requires that
reinsurance recoverables, previously reported as a reduc
tion of insurance reserves, be reported as assets. The
adoption of this statement had no significant im pact on
net income in 1993. Prior year assets and liabilities have
been retroactively restated, increasing assets and liabilities
by $1.96 billion at Dec. 3 1 , 1992.
Effective Dec. 31, 1993, the Company adopted SFAS
No. 115, “ Accounting for Certain Investments in Debt and
Equity Securities.” SFAS No. 115 requires securities that
are available for sale be carried at market value, with
changes in net unrealized gains and losses recorded
directly to shareholders’ equity. Previously, fixed income
securites classified as available for sale were carried at
the lower of amortized cost or market value, determined in
the aggregate. The adoption of SFAS No. 115 had no
impact on net income, but increased shareholders’ equity
by $1.18 billion at Dec. 31, 1993.
Effective Jan. 1 , 1992, the Company adopted SFAS No.
106, “ Employers’ Accounting for Postretirement Benefits
Other than Pensions” and SFAS No. 112, “ Employers’
Accounting for Postemployment Benefite,” for all domestic
and foreign postretirem ent and postemployment benefit
plans by immediately recognizing the transition amounts.
The Company previously expensed the cost of these
benefits, which consist of health care and life insurance,
as claim s were incurred.

Factory Automation Costs
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors and Stockholders
Figgie International Inc.;
We have audited the accompanying balance sheets of
Figgie International Inc. and Subsidiaries as of December
3 1 ,1993 and 1992, and the related consolidated financial
statements of income, stockholders’ equity and cash flows
for each of the three years in the period ending December
3 1 ,1993. These consolidated financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these consoli
dated financial statements based on our audits.
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We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial state
ments are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles
used and significant estimates made by management, as
well as evaluating the overall financial statement presen
tation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Figgie International Inc. and Sub
sidiaries as of December 31, 1993 and 1992, and the
results of their operations and their cash flows for each of
the three years in the period ending December 3 1 ,1993 in
conform ity with generally accepted accounting principles.
The accompanying consolidated financial statements
have been prepared assuming the Company will continue
as a going concern. As shown in the accompanying
consolidated financial statements, and as discussed in
Note 2, the Company incurred a significant net loss and
decrease in net worth for the year ending December 31,
1993, which resulted in violations of certain covenants of
certain of its debt agreements which perm it its lenders to
accelerate the due date on its debt. These conditions
raise substantial doubt about the Company’s ability to
continue as a going concern. Management’s plans in
regard to these matters are also discussed in Note 2. The
accompanying financial statements do not include any
adjustments relating to the recoverability and classification
of asset carrying amounts or the amount and classifica
tion of liabilities that might result should the Company be
unable to continue as a going concern.
As explained in Note 1 to the consolidated financial
statements, effective January 1, 1993 the Company
adopted the provisions of Statement of Financial Account
ing Standards No. 109 “ Accounting For Income Taxes.’’ In
addition, as explained in Note 15 to the consolidated
financial statements, the Company changed its method of
accounting for certain costs associated with its factory
automation project in the fourth quarter of 1993.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. Accounting Change
In connection with its factory automation project, the
Company incurred significant costs, including machinery
and equipment, software, and outside consulting fees.
These project costs have historically been deferred and
amortized over future periods commencing at the tim e the
equipm ent is placed into service. Due to a number of
factors which arose in 1993, including deteriorating oper
ating results, cash flow and financing difficulties, the
Company adopted a change in accounting by expensing
all project costs other than m achinery and equipment, as
incurred. As required by generally accepted accounting
principles, the accounting change, amounting to an after
tax charge approximating $50 m illion ($77 m illion pretax)
or $2.80 per share, has been recorded as a change in esti
mate and recorded in the results of operations for the
fourth quarter of 1993.

Turnaround Costs
REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors of
Lyondell Petrochemical Company:
We have audited the accompanying consolidated balance
sheet of Lyondell Petrochemical Company as of Decem
ber 31, 1993 and 1992, and the related consolidated
statements of income and accumulated deficit and cash
flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the Com pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Lyondell Petrochemical Company as
of December 31, 1993 and 1992, and the consolidated
results of its operations and its cash flows for each of the
three years in the period ended December 31, 1993, in
conform ity with generally accepted accounting principles.
As discussed in Note 4 to the consolidated financial
statem ents, during 1993 the Company changed its
method of accounting for the cost of repairs and main
tenance incurred in connection with turnarounds of major
units at its manufacturing facilities, and in 1992, the
Company changed its method of accounting for income
taxes and for postretirem ent benefits other than pensions.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): Accounting Changes
In the first quarter of 1993, effective January 1 , 1993, the
Company changed its method of accounting for the cost
of repairs and maintenance incurred in connection with
turnarounds of major units at its m anufacturing facilities.
Under the new method, turnaround costs exceeding $5
m illion are deferred and amortized on a straight-line basis
until the next planned turnaround, generally four to six
years. In prior years, all turnaround costs were expensed
as incurred. The Company believes that the new method
of accounting is preferable in that it provides for a better
m atching of turnaround costs w ith future product
revenues. The cum ulative effect of this accounting
change for years prior to 1993 resulted in a benefit of $33
m illion ($22 m illion or $.27 per share after income taxes),
and was included in first quarter income. The change
resulted in $9 m illion after-tax (or $.11 per share) of addi
tional am ortization expenses during the year ended
December 3 1 , 1993.

EMPHASIS OF A MATTER
Paragraph 37 of Statem ent on A uditing Standards No. 58
states:
In some circumstances, the auditor may wish to
emphasize a m atter regarding the financial state
ments, but nevertheless intends to express an
unqualified opinion. For example, he may wish to
emphasize that the entity is a component of a larger
business enterprise or that it has had significant
transactions with related parties, or he may wish to
emphasize an unusually im portant subsequent event
or an accounting matter affecting the com parability of
the financial statements w ith those of the preceding
period. Such explanatory inform ation should be
presented in a separate paragraph of the auditor’s
report. Phrases such as “ with the foregoing explana
tion’ ’ should not be used in the opinion paragraph in
situations of this type.
The auditors’ reports for 11 survey companies included
explanatory inform ation emphasizing a matter regarding
the financial statements. Five of these explanatory infor
mation disclosures related to fresh start reporting.
Examples of explanatory information em phasizing a
matter regarding the financial statements follow.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and the Board of Directors of
AM International, Inc.:
We have audited the accompanying consolidated balance
sheets of AM International, Inc. and subsidiaries as of July
3 1 , 1993 and 1992, and the related statements of opera
tions, shareholders’ equity and cash flows for each of the
three years in the period ended July 31,1993. These finan
cial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion
on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
As discussed in Note 2, AM International, Inc.’s (the
Company) plan of reorganization was confirm ed on
September 2 9 ,1993, and became effective on October 13,
1993. The Company w ill implement the guidance as to the
accounting for entities emerging from Chaper 11 set forth
in Statement of Position 90-7, “ Financial Reporting by
Entities in Reorganization under the Bankruptcy Code’’
(“ Fresh Start Reporting’ ’) as of September 2 9 , 1993. The
estimated unaudited pro form a im pact of this Fresh Start
Reporting is presented in Note 2. The implementation of
Fresh Start Reporting as a result of the Company’s emer
gence from Chapter 11 w ill m aterially change the amounts
reported in the consolidated financial statements of the
Company as of and for periods ending subsequent to
September 2 9 , 1993. As a result of the reorganization and
the implementation of Fresh Start Reporting, assets and
liabilities w ill be recorded at fair values and outstanding
obligations relating to the claim s of creditors w ill be
discharged prim arily in exchange for cash, new indebted
ness and equity. The accompanying consolidated financial
statements as of July 29, 1993 and 1992 and for each of
the three years in the period ended July 31, 1993 do not
give effect to any adjustments that w ill be made as a result
of the Company’s reorganization and emergence from
Chapter 11.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of AM International, Inc. and subsidiaries as of
July 3 1 ,1993 and 1992, and the results of their operations
and their cash flows for each of the three years in the
period ended July 31, 1993 in conform ity with generally
accepted accounting principles.

Emphasis of a Matter
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To the Board of Directors and Stockholders of
Johnston Industries, Inc.:
We have audited the accompanying consolidated balance
sheets of Johnston Industries, Inc. and subsidiaries as of
June 30, 1993 and 1992, and the related consolidated
statements of income, stockholders’ equity, and cash
flows for each of the three years in the period ended June
3 0 ,1993. These financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of Johnston Industries, Inc. and subsidiaries at June
3 0 ,1993 and 1992, and the results of their operations and
their cash flows for each of the three years in the period
ended June 30, 1993 in conform ity w ith generally
accepted accounting principles.
As explained in Note 5, the consolidated financial state
ments include the Company’s investment in and equity in
earnings of its unconsolidated affiliate, Jupiter National,
Inc. (“Jupiter” ). As of and for the year ended June 30,
1993, a portion of the Company’s investment in Jupiter
($9,263,000) and earnings from Jupiter ($1,238,000)
relates to security values estimated by Jupiter’s Board of
Directors in the absence of readily ascertainable market
values. We have reviewed the procedures used in arriving
at the estimate of value of such securities and have
inspected underlying documentation and, in the circum 
stances, we believe the procedures are reasonable and
the documentation appropriate. However, because of the
inherent uncertainty of valuation, those estimated values
may differ significantly from the values that would have
been used had a ready market for Jupiter’s investment
securities existed, and the difference could be material to
the Company’s consolidated financial statements.
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5 (In Part): Investments
Jupiter National, Inc.
As of June 30, 1993 and 1992, the Company owned
approximately 40% of the outstanding common stock of
Jupiter National, Inc. (“Jupiter” ), a closed-end venture
capital investment company.
Jupiter uses specialized accounting policies required
for investment companies to determ ine the net asset
value of its portfolio investments. Under these policies,
securities with readily available market quotations are
valued at the current market price; all other investments
are valued at fair value as determined in good faith by
Jupiter’s Board of Directors using a form al portfolio valua
tion procedure. At the end of each quarter, management
prepares a written summary of each significant portfolio
company and meets with the Board of Directors to discuss
each investment in detail and determ ine the final valu
ations.
Summarized financial inform ation of Jupiter as of June
30, 1993 and 1992 is as follows:
1993

1992

(Unaudited)

Financial position:
Net Current Assets
Investments
Total Assets
Long-Term Debt
Net Assets

$ 9,686,000
49,409,000
61,610,000
14,500,000
39,907,000

$ 8,437,000
29,392,000
39,199,000
10,992,000
25,261,000

The Company accounts for its investment in Jupiter using
the equity method. For the years ended June 30, 1993,
1992, and 1991, the Company’s equity in the changes in
net assets of Jupiter was $6,163,000, $2,339,000, and
($896,000), respectively. For the year ended June 30,
1993, $1,238,000 of the Company’s equity in Jupiter’s
change in net assets was derived from net unrealized
appreciation of investments whose values have been esti
mated by Jupiter’s Board of Directors. In 1992 and 1991,
the portion of the Company’s income Board-valued
investments was immaterial.
The Company’s equity in net assets of Jupiter at June
30, 1993 is $15,735,000, which includes $9,263,000 of
security values determined by Jupiter’s Board of Direc
tors. The quoted market of the Company’s investment in
Jupiter, which, due to the fair value of the underlying net
assets, management believes is not indicative of the
investm ent’s value, was approximately $11,423,000 on
June 3 0 , 1993.
In 1992, the Company changed its method of account
ing to a current reporting basis rather than the one quarter
delay basis previously used. The cum ulative effect of the
change on prior years is included in net income for the
year ended June 3 0 , 1992 and is not material. The effect
on the change on the year ended June 30, 1992 was to
increase net income $227,000 ($.03 per share).
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Board of Directors
ERLY Industries Inc.
Los Angeles, California;
We have audited the accompanying consolidated balance
sheets of ERLY Industries Inc. and subsidiaries (the
“ Company” ) at March 3 1 ,1993 and 1992, and the related
consolidated statements of operations, stockholders’
equity, and cash flows for each of the three years in the
period ended March 3 1,1993. Our audits also included the
financial statement schedules listed in the Index at Item
14. These consolidated financial statements and financial
statement schedules are the responsibility of the Com
pany’s management. Our responsibility is to express an
opinion on these consolidated financial statements and
financial statement schedules based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of ERLY Industries Inc. and subsidiaries at March 31,
1993 and 1992, and the results of their operations and
their cash flows for each of the three years in the period
ended March 31, 1993, in conform ity with generally
accepted accounting principles. Also, in our opinion, such
financial statem ent schedules, when considered in
relation to the basic consolidated financial statements
taken as a whole, present fairly in all material respects the
inform ation set forth therein.
The accompanying financial statements have been
prepared assuming that the Company w ill continue as a
going concern. The Company has incurred substantial
operating losses in each of the two years ended March 31,
1993, has a consolidated working capital deficit of approxi
mately $44 million and has a consolidated deficiency in
assets at March 31, 1993. In addition, the Company is in
default on certain of its bank debt covenants. These condi
tions raise substantial doubt about its ability to continue
as a going concern. Management’s plan is described
in Note 2. The financial statements do not include
any adjustments that might result from the outcome of
this uncertainty.

As discussed in Note 3 to the consolidated financial
statements, in May 1993 the Company consummated a
transaction whereby it increased its ownership in Am eri
can Rice, Inc. (“AR I” ) from 48% to 81% of the voting
power of ARI stock in exchange for substantially all of the
assets, subject to all of the liabilities, of its wholly owned
subsidiary, Comet Rice, Inc. The transaction also involved
the restructuring and refinancing of the combined indebt
edness of Comet Rice, Inc. and American Rice, Inc.
As discussed in Note 14 to the consolidated financial
statements, in 1993 the Company changed its method of
accounting for income taxes.

Reports on Comparative Financial Statements

DEPARTURES FROM
UNQUALIFIED OPINIONS
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Statem ent on A uditing Standards No. 58 does not require
auditors to express qualified opinions as to the effects of
uncertainties or as to lack of consistency. Under SAS No.
58, departures from unqualified opinions include opinions
qualified because of a scope lim itation or a departure from
generally accepted accounting principles, adverse opin
ions, and disclaim ers of opinion. Paragraphs 38-72 of
No. 58 discuss these departures. None of the auditors’
reports issued in connection with the financial statements
of the survey companies contained a departure as defined
by SAS No. 58.

REPORTS ON COMPARATIVE
FINANCIAL STATEMENTS
Paragraphs 74-83 of Statem ent on A uditing Standards
No. 58 discuss Reports on Comparative Financial State
ments. None of the auditors’ reports for the survey
companies expressed an opinion on prior year financial
statem ents d iffe re n t from th e op in io n p re vio u sly
expressed. Twelve auditors’ reports indicated that a
change in auditors had occurred in either the current year
or one of the two preceding years. Examples of disclosures
of changes in auditors follow.

To the Shareholders
Pioneer Hi-Bred International, Inc.
Des Moines, Iowa:
We have audited the accompanying consolidated balance
sheet of Pioneer Hi-Bred international, Inc., and subsidi
aries as of August 3 1 , 1993, and the related consolidated
statements of income, shareholders’ equity, and cash
flows for the year then ended. These consolidated finan
cial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion
on these consolidated financial statements based on our
audits. The consolidated balance sheet of Pioneer Hi-Bred
International, Inc., and subsidiaries as of August 3 1 ,1992,
and the related consolidated statements of income,
shareholders’ equity, and cash flows for each of the years
in the two-year period ended August 31, 1992, were
audited by other auditors whose report thereon dated
October 22, 1992, expressed an unqualified opinion on
those statements.
We conducted our audit in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for
our opinion.
In our opinion, the 1993 consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Pioneer Hi-Bred international, Inc.
and subsidiaries at August 31, 1993, and the results of
their operations and their cash flows for the year then
ended in conform ity with generally accepted accounting
principles.
As discussed in Note 5 to the consolidated financial
statements, the Company adopted Financial Account
ing Standards Board Statement No. 106 “ Employers’
A ccounting fo r Postretirem ent B enefits other than
Pensions” in 1993.
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To the Stockholders and Board of Directors of
Champion Parts, Inc.:
We have audited the accompanying consolidated balance
sheet of Champion Parts, Inc. and subsidiaries as of Janu
ary 2, 1994, and the related consolidated statements of
operations, stockholders’ equity, and cash flows for the
year then ended. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audit in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Champion Parts, Inc. and subsidi
aries as of January 2 , 1994, and the results of its operations
and its cash flows for the year then ended in conform ity
with generally accepted accounting principles.
Our audit was made for the purpose of form ing an
opinion on the basic financial statements taken as a
whole. The schedules listed in the Table of Contents of the
consolidated financial statements are the responsibility of
the Company’s management and are presented for
purposes of com plying with the Securities and Exchange
Commission’s rules and are not part of the basic financial
statements. These schedules have been subjected to the
auditing procedures applied in the audit of the basic
financial statements and, in our opinion, fairly state in all
material respects the financial data required to be set forth
therein in relation to the basic financial statements taken
as a whole.

INDEPENDENT AUDITORS’ REPORT

Stockholders and Board of Directors
Champion Parts, Inc.
Oak Brook, Illinois:
We have audited the accompanying consolidated balance
sheet of Champion Parts, Inc., and its subsidiaries (the
“ Company” ) as of January 3 , 1993 and the related con
solidated statements of operations, stockholders’ equity,
and cash flows for the years ended January 3, 1993
(“ 1992” ) and December 29, 1991 (“ 1991” ). Our audits
also included the financial statement schedules listed in
the Index at Item 14. These financial statements and
financial statement schedules are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements and financial
statement schedules based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial position
of Champion Parts, Inc. and subsidiaries as of January 3,
1993 and the results of their operations and their cash
flows for the years ended January 3 , 1993 and December
2 9 ,1991 in conform ity with generally accepted accounting
principles. Also, in our opinion, such 1992 and 1991 finan
cial statement schedules, when considered in relation to
the basic consolidated 1992 and 1991 financial state
ments taken as a whole, present fairly in all material
respects the inform ation set forth therein.
See Note 5 to the consolidated financial statements for
a discussion regarding a form er officer’s deferred com
pensation agreement with the Company.
As discussed in Note 4 to the consolidated financial
statements, the Company changed in 1992 its method of
accounting for income taxes to conform with Statement of
Financial Accounting Standards No. 109.

Opinion Expressed on Supplementary Financial Information

TABLE 6-6: O PINIO N EXPRESSED ON SUPPLEMENTARY
FINANCIAL INFORMATION

Number of Companies
1993 1992 1991 1990
Financial statement schedules ...
Other ....................................

34
-

29
-

30

27

2

2

OPINION EXPRESSED ON
SUPPLEMENTARY FINANCIAL
INFORMATION
Table 6-6 shows that occasionally the auditors’ reports
issued in connection with the financial statements of the
survey companies express an opinion on supplem entary
financial inform ation to the basic financial statements.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To ICOT Corporation:
We have audited the accompanying consolidated balance
sheets of ICOT Corporation and subsidiaries as of July 31,
1993 and July 25, 1992, and the related consolidated
statements of operations, stockholders’ equity and cash
flows for each of the three years in the period ended July
31, 1993. These financial statements and the schedules
referred to below are the responsibility of the Company’s
management. Our responsibility is to express an opinion
on these financial statements and schedules based on
our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of ICOT Corporation and subsidiaries as of July
3 1 ,1993, and July 2 5 , 1992, and the results of their opera
tions and their cash flows for each of the three years in the
period ended July 31, 1993, in conform ity with generally
accepted accounting principles.
Our audits were made for the purpose of form ing an
opinion on the basic financial statements taken as a
whole. The schedules listed under Item 14(a)2 are
presented for purposes of com plying with the Securities
and Exchange Commission’s rules and are not part of the
basic financial statements. These schedules have been
subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, fairly
state in all material respects the financial data required to
be set forth therein in relation to the basic financial state
ments taken as a whole.
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Shareholders
Spectrum Control, Inc.:
We have audited the accompanying consolidated balance
sheets of Spectrum Control, Inc. and subsidiaries as of
November 30, 1993 and 1992, and the related consoli
dated statements of operations, stockholders’ equity, and
cash flows for each of the three years in the period ended
November 3 0 ,1993. Our audits also included the financial
statement schedules listed in the index as Item 14(a).
These financial statements and schedules are the respon
sibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements and
schedules based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require we
plan and perform the audit to obtain reasonable assur
ance about whether the financial statements are free of
material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and dis
closures in the financial statements. An audit also includes
assessing the accounting principles used and significant
estimates made by management, as well as evaluating
the overall consolidated financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of Spectrum Control,
Inc. and subsidiaries as of November 3 0 , 1993 and 1992,
and the consolidated results of their operations and their
cash flows for each of the three years in the period ended
November 3 0 ,1993, in conform ity with generally accepted
accounting principles. Also, in our opinion, the related
financial statement schedules, when considered in rela
tion to the basic financial statements taken as a whole,
present fairly state in all material respects the inform ation
set forth therein.
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DATING OF REPORT
Section 530 of Statem ent on A uditing Standards No. 1 dis
cusses dating of the independent auditors’ report. Para
graphs 1 and 5 of Section 530 state:

As discussed in Notes A, P and S to the consolidated
financial statem ents, Alcoa changed it m ethods of
accounting for income taxes and postretirem ent benefits
other than pensions in 1992.

Generally, the date of com pletion of the fieldwork
should be used as the date of the independent audi
to r’s report. Paragraph .05 describes the procedure
to be followed when a subsequent event occurring
after the com pletion of the fieldw ork is disclosed in
the financial statements.
The independent auditor has two methods avail
able for dating his report when a subsequent event
disclosed in the financial statements occurs after
com pletion of his fieldwork but before issuance of
his report. He may use “ dual dating,’ ’ for example,
“ February 16, 19XX, except for Note X, as to which
the date is March 1 , 19XX,’ ’ or he may date his report
as of the later date. In the form er instance, his res
ponsibility for events occurring subsequent to the
com pletion of his fieldwork is lim ited to the specific
event referred to in the note (or otherwise disclosed).
In the latter instance, the independent auditor’s
responsibility for subsequent events extends to the
date of his report and, accordingly, the procedures
outlined in section 560.12 generally should be
extended to that date.

January 11,1994, except for Note U, for which the date is
February 7, 1994.

Auditors’ reports for 36 survey companies used dual
dating. Examples of dual dating follow.

REPORT OF INDEPENDENT ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Shareholders and Board of Directors
Aluminum Company of Am erica (Alcoa):
We have audited the accompanying consolidated balance
sheet of Alcoa as of December 3 1 ,1993 and 1992, and the
related statements of consolidated income, shareholders’
equity, and consolidated cash flows for each of the three
years in the period ended December 31, 1993. These
financial statements are the responsibility of Alcoa’s
management. Our responsibility is to express an opinion
on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Alcoa at December 31, 1993
and 1992, and the consolidated results of its operations
and its cash flows for each of the three years in the period
ended December 31, 1993 in conform ity with generally
accepted accounting principles.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(D ollars in m illions, except share am ounts)
U. Subsequent Events
In February 1994, Alcoa issued $250 of 5 ¾ % Notes due
2001. The net proceeds were used to redeem $225 of
Alcoa’s 7% Debentures due 2011. These debentures
carried an effective yield of 14.7%.
The early payment of the debentures w ill result in an
extraordinary loss in the 1994 first quarter of $67.9.
In February 1994, Alcoa announced that it would reduce
prim ary aluminum production in its U.S. operations by
100,000 m etric tons (mt) per year. Alcoa of Australia
separately announced reductions of 25,000 mt at its Point
Henry sm elter in Geelong, Australia and 26,000 mt at the
Portland, Australia smelter. Alcoa of Australia has a 45%
interest in the Portland smelter.

To the Shareholders of Harsco Corporation:
We have audited the accompanying consolidated balance
sheets of Harsco Corporation and Subsidiary Companies
as of December 31, 1993 and 1992, and the related con
solidated statements of income, shareholders’ equity, and
cash flows for each of the three years in the period ended
December 31, 1993. These financial statements are the
responsibility of the C om pany’s m anagem ent. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Harsco Corporation and Subsidiary
Companies as of December 31, 1993 and 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended
December 3 1 ,1993 in conform ity with generally accepted
accounting principles.
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Dating of Report

As discussed in Note 10 to the consolidated financial
statements, the Company is involved in various disputes
regarding Federal Excise Tax and other contract matters
prim arily relating to the five-ton truck contract. Also, the
Company has filed or is in the process of filing various
claim s against the Government relating to certain con
tracts. The ultim ate outcome of these matters cannot
presently be determined. Accordingly, no provision for
such potential additional losses or recognition of possible
recovery from such claim s (other than relating to the
“ after-im posed” Federal Excise Tax and related claims)
has been reflected in the accom panying financia l
statements.
As discussed in Notes 1, 5 and 6 to the consolidated
financial statements, the Company changed its method of
accounting for income taxes in 1993, and its method of
accounting for postretirem ent benefits other than pen
sions in 1992.
February 1, 1994, except as to the first and third para
graphs of Note 10, for which the dates are February 25,
1994 and March 4 , 1994, respectively.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Commitments and Contingencies

Federal Excise Tax and Other Matters Related to the
Five-ton Truck Contracts:
Subsequent to the award of the five-ton truck contract in
1986, the Federal Excise Tax (FET) law, which was due to
expire on October 1 , 1988, was extended. The Company
and its legal counsel consider that the excise tax required
to be paid by the extension of the law constitutes an afterimposed tax and therefore is subject to recovery by a price
adjustment. In January 1993, the Armed Services Board
of Contract Appeals decided in favor of the Company’s
position, ruling that Harsco is entitled to a price adjust
ment to the contract to reimburse FET paid on vehicles
that were to be delivered after October 1, 1988. The
Government filed a motion requesting the Armed Services
Board of Contract Appeals to reopen the proceedings to
adm it additional evidence or alternatively to reconsider its
decision. On February 25, 1994, the Armed Services
Board of Contract Appeals denied the Government’s
motions. The Government may appeal these decisions to
the Court of Appeals for the Federal C ircuit or renew the
motions on the motions on the conclusion of the continuing
investigation described below.

As previously reported, the United States Attorney’s
O ffice in Detroit has been conducting a grand jury investi
gation with respect to the facts underlying the Company’s
claim for reimbursement of Federal Excise Tax payments.
In March 1994, the United States Attorney’s Office in
Detroit advised the Company that it had made a deci
sion to decline prosecution. Based on this information,
the Company considers the grand jury investigation to
be closed.

REPORT O F INDEPENDENT ACCOUNTANTS

To the Board of Directors and Stockholders
Raytheon Company
Lexington, Mass.:
We have audited the accompanying balance sheets of
Raytheon Company and Subsidiaries Consolidated as
of Dec. 31, 1993 and 1992, and the related statements
of income, stockholders’ equity, and cash flows for each
of the three years in the period ended Dec. 31, 1993.
These financial statements are the responsibility of the
company’s management. Our responsibility is to express
an opinion on these financial statements based on
our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Raytheon Company and Subsidiaries Consoli
dated as of Dec. 31,1993, and 1992, and the results of their
operations and their cash flows for each of the three years
in the period ended Dec. 31, 1993, in conform ity with
generally accepted accounting principles.
January 2 0 , 1994, except as to the inform ation presented
in Note Q for which the date is March 8 , 1994.
NOTES TO FINANCIAL STATEMENTS
Note Q. Subsequent Events
On February 2 3 , 1994, the Board of Directors authorized
the repurchase of up to 12 m illion shares of the com pany’s
common stock. The company w ill repurchase shares
in the open market from tim e to tim e as conditions
may warrant.
On March 8, 1994, the Board of Directors approved a
restructuring plan designed to maintain the Company’s
com petitive position in a shrinking defense market and
improve productivity in its commercial businesses. The
plan will result in a $250 million pretax charge ($162 million
after tax) in the first quarter of 1994. The major elements of
the plan Include costs of employee separations and relo
cations, facility consolidations, and facility and equipment
disposals.
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REPORT O F INDEPENDENT AUDITORS

Board of Directors and Shareholders
Seagate Technology:
We have audited the accompanying consolidated balance
sheets of Seagate Technology and subsidiaries as of July
2, 1993 and June 3 0 , 1992, and the related consolidated
statements of income, shareholders’ equity, and cash
flows for each of the three years in the period ended July
2 , 1993. These financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Seagate Technology and
subsidiaries at July 2, 1993, and June 3 0 , 1992, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended July
2, 1993 in conform ity with generally accepted accounting
principles.
July 14, 1993, except for the last paragraph of the stock
option and stock purchase plans note as to which the date
is August 5 , 1993.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Stock O ption and S tock Purchase Plans (In Part)
In August 1993 the Board of Directors approved an
amendment to the 1991 incentive Stock Option Plan to
increase the number of shares of common stock reserved
for issuance thereunder by 6,000,000 shares, subject
to shareholder approval at the 1993 Annual Meeting
of Shareholders.

REPORTS OF AUDIT COMMITTEES
AND MANAGEMENT
Fifteen survey companies presented a Report of An Audit
Com m ittee and 354 survey com panies presented a
Report of Management. Examples of such reports follow.

Reports Of Audit Committee
ABBOTT LABORATORIES
AUD IT COMMITTEE CHAIRM AN’S REPORT

The Audit Committee of the Board of Directors is composed
of six nonem ployee directors. The Audit Committee
oversees the Company’s financial reporting process on
behalf of the Board of Directors. The Committee held two
meetings during 1993. In fulfilling its responsibility, the
Committee recommended to the Board of Directors,
subject to shareholder approval, the selection of the
Company’s independent public accountants. The Audit
Committee discussed with the internal auditors and the
independent public accountants the overall scope and
specific plans for their respective audits. The Committee
also discussed the Company’s consolidated financial
statements and the adequacy of the Company’s internal
controls. During the Audit Committee meetings the Com
mittee met with the internal auditors and independent
public accountants, w ithout management present, to
discuss the results of their audits, their evaluations of the
Company’s internal controls, and the overall quality of the
Company’s financial reporting. The meetings also were
designed to facilitate any private comm unication with the
Committee desired by the internal auditors or independent
public accountants.
Chairman, Audit Committee
UST INC.
REPORT OF THE AUD IT COMMITTEE

To the Directors and Stockholders
UST Inc.:
The Audit Committee of the Board of Directors is com
posed of three independent directors and is responsible
fo r overseeing the C om pany’s fin a n cia l reporting
process.
The Committee held four meetings during the year which
were attended by management, the internal auditors and,
on several occasions, the independent auditors. Items
covered in these meetings included discussions of current
accounting and financial reporting matters, results of audit
examinations and the Company’s system of internal
controls relating to the quarterly and annual financial
reporting process. The C om m ittee discussed and
approved the plan of audit coverage presented by the

Reports of Audit Committees and M anagement

internal auditors and independent auditors. The meetings
facilitate comm unication between these groups and pro
vide the internal auditors and independent auditors an
opportunity to meet privately with the Committee.
The Audit Committee assessed the independence of
the independent auditors through inquiry and a review
of their audit and nonaudit services and related fees. The
Committee recommended its selection of the Company’s
independent auditors for 1993 to the Board of Directors,
which was approved by stockholders.
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material control weaknesses have been brought to the
attention of management. In management’s opinion, as of
December 2 5 , 1993, the internal control system was func
tioning effectively and accom plished the objectives
discussed herein.
Chairman and Chief Executive O fficer
Senior Vice President
Senior Vice President
Finance

Audit Committee Chairman
CLARCOR INC.

Reports Of Management
BAUSCH & LOM B INCORPORATED
REPORT OF MANAGEMENT

The following financial statements of Bausch & Lomb
Incorporated were prepared by the Company’s man
agement, which is responsible for their reliability and
objectivity. The statements have been prepared in confor
m ity with generally accepted accounting principles and,
as such, include amounts based on informed estimates
and judgm ents of management with consideration given
to materiality. Financial inform ation elsewhere in this
annual report is consistent with that in the financial
statements.
Management is further responsible for m aintaining a
system of internal controls to provide reasonable assur
ance that Bausch & Lomb’s books and records reflect the
transactions of the Company; that assets are safeguarded;
and that its established policies and procedures are
followed. Management systematically reviews and modifies
the system of internal controls to improve its effective
ness. The internal control system is augmented by the
com m unication of accounting and business policies
throughout the Company; the careful selection, training,
and development of qualified personnel; the delegation of
authority and establishment of responsibilities; and a
comprehensive program of internal audit.
Independent accountants are engaged to audit the
financial statements of the Company and issue a report
thereon. They have informed management and the audit
committee that their audits were conducted in accordance
with generally accepted auditing standards which require
a review and evaluation of internal controls to determine
the nature, tim ing, and extent of audit testing. The Report
of Independent Accountants is on page sixty-three of
this report.
The recommendations of the internal auditors and
independent accountants are reviewed by management.
Control procedures have been implemented or revised as
appropriate to respond to these recommendations. No

MANAGEMENT’S REPORT ON RESPONSIBILITY
FOR FINANCIAL REPORTING

The management of CLARCOR is responsible for the
preparation, integrity and objectivity of the Company’s
financial statements and the other financial inform ation in
this report. The financial statements were prepared in
conform ity with generally accepted accounting principles
and reflect in all material respects the results of operations
and the Company’s financial position for the periods
shown. The financial statements are presented on the
accrual basis of accounting and, where appropriate,
reflect estimates based upon judgm ents of management.
In addition, management maintains a system of internal
controls designed to assure that Company assets are safe
guarded from loss or unauthorized use or disposition. Also,
the controls system provides assurance that transactions
are authorized according to the intent of management and
are accurately recorded to perm it the preparation of finan
cial statements in accordance with generally accepted
accounting principles. For the periods covered by the
financial statements in this report, management believes
this system of internal controls was effective concerning
all material matters. The effectiveness of the controls
system is supported by the selection and training of
qualified personnel, an organizational structure that
provides an appropriate division of responsibility, a strong
budgetary system of control and a comprehensive internal
audit program.
The Audit Committee of the Board of Directors, which is
composed of four outside directors, serves in an oversight
role to assure the integrity and objectivity of the Com
pany’s financial reporting process. The Committee meets
periodically with representatives of management and the
independent and internal auditors to review matters of a
material nature related to financial reporting and the
planning, results and recommendations of audits. The
independent and internal auditors have free access to the
Audit Committee. The Committee is also responsible for
making recom m endations to the Board of Directors
concerning the selection of the independent auditors.
Chairman, President and Chief Executive O fficer
Senior Vice President and Chief Financial O fficer
Vice President, Treasurer and Controller
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GUILFORD M ILLS, INC.

WAL-MART STORES, INC.

STATEMENT OF MANAGEMENT RESPONSIBILITY

RESPONSIBILITY FOR FINANCIAL STATEMENTS

The management of Guilford Mills, Inc. has the responsi
bility for the preparation of all inform ation contained in this
Annual Report. The financial statements, including notes,
have been prepared in accordance w ith generally
accepted accounting principles appropriate in the circum 
stances and include amounts based on the best judgm ent
of management.
In meeting its responsibilities for the accuracy, integrity
and objectivity of data in the financial statem ents,
management maintains a system of internal accounting
controls designed to provide reasonable assurance of the
reliability of financial records and the safeguarding of
assets. This system includes an appropriate division of
responsibility and is documented by w ritten policies and
procedures that are communicated to employees with
significant roles in the financial reporting process and
updated as necessary. There are lim its inherent in all
systems of internal control based on the recognition that
the cost of such systems should be related to the benefits
to be derived. Management believes the Company’s
systems provide an appropriate balance.
The control environment is complimented by an internal
auditing program that independently assesses the effec
tiveness of the internal controls and reports its findings to
m anagem ent throughout the year. The Com pany’s
independent accountants are engaged to express an
opinion on the Company’s financial statements. They
objectively and independently review the performance of
management in carrying out its responsibility for reporting
operating results and financial condition. Their opinion is
based on procedures which they believe to be sufficient to
provide reasonable assurances that the financial state
ments contain no material errors.
The Audit Committee of the Board of Directors, which is
comprised solely of directors who are not employees of
the Company, is responsible for monitoring the Company’s
management control and reporting system. The Audit
Committee meets with management and the internal
auditors periodically to review their activities and respon
sibilities. The Audit Committee also meets periodically
with the independent auditors along with the internal
auditors, both of whom have free access to the Audit
Committee without management’s presence.

The financial statements and inform ation of Wal-Mart
Stores, Inc. and Subsidiaries presented in this Report
have been prepared by management which has respon
sibility for their integrity and objectivity. These financial
statements have been prepared in com form ity with gener
ally accepted accounting principles, applying certain
estimates and judgm ents based upon currently available
inform ation and management’s view of current conditions
and circumstances.
Management has developed and maintains a system of
accounting and controls, including an extensive internal
audit program, designed to provide reasonable assur
ance that the Company’s assets are protected from
improper use and that accounting records provide a reliable
basis for the preparation of financial statements. This
system is continually reviewed, improved, and modified in
response to changing business conditions and opera
tions and to recommendations made by the independent
auditors and the internal auditors. Managememt believes
that the accounting and control systems provide reasona
ble assurance that assets are safeguarded and financial
inform ation is reliable.
The Company has adopted a Statement of Responsibility
which is intended to guide our management in the con
tinued observance of high ethical standards of honesty,
integrity and fairness in the conduct of the business and in
accordance w ith the law. Compliance with the guidelines
and standards is periodically reviewed and is acknowl
edged in w riting by all management associates.
The Board of Directors, through the activities of its Audit
Committee consisting solely of outside Directors, partici
pates in the process of reporting financial information.
The duties of the Committee include keeping informed of
the financial condition of the Company and reviewing its
financial policies and procedures, its internal accounting
controls, and the objectivity of its financial reporting. Both
the Company’s independent auditors and the internal
auditors have free access to the Audit Committee and
meet the Com m ittee periodically, w ith and w ithout
management present.

Vice President/Chief Financial O fficer and Treasurer

Executive Vice President and Chief Financial O fficer
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Appendix of 600 Companies

List of 600 Companies on Which Tabulations Are Based
(In this edition, companies have been assigned the same number as in the Forty-seventh (1993) edition. Twenty-one
companies in the 1993 edition have been elim inated and their numbers left unused. The companies selected as replace
ments have been assigned numbers 816 to 835, inclusive. Companies numbered out of alphabetical order are shown in
ita lics and have been given an additional listing in alphabetical order.)

Co. No.

*Month
in which
fiscal year
ends

2 AEL Industries, Inc...........................................
4
6
7
9
10
11
13
16
17
18

20
23
24
25
26
28
29
30
32
33
35
36
39
42
43
44

AM International, Inc........................................
AMETEK, Inc....................................................
AMP In corporate d..........................................
ASARCO Incorporated.........................
AST Research, Inc.— see 816
Abbott Laboratories........................................
Acclaim E ntertainm ent, Inc.— see 736
Acme-Cleveland C orporation.........................
Acme M etals Incorporated— see 651
The Actava G roup Inc.— see 224
Action Industries, Inc.......................................
Advanced M icro D evices, Inc.— see 652
Air Products and Chemicals, Inc....................
A lberto-C ulver Com pany— see 601
Albertson’s, Inc.................................................
Alco Standard Corporation ...........................
A llegheny Ludlum C orporation— see 776
The A llen G roup In c.— see 602
A llergan, Inc.— see 796
A llia n t Techsystem s Inc.— see 777
AlliedSignal Inc................................................
Alpha Industries, Inc........................................
A lum ax In c.— see 8 17
Aluminum Company of A m e ric a ...................
Amcast Industrial C orporation.......................
Am dahl C orporation— see 603
Amerada Hess C orporation...........................
American Biltrite Inc........................................
American Brands, Inc......................................
American Building Maintenance Industries, Inc.
American Cyanamid C om pany.....................
American Greetings C orporation...................
American Home Products C orporation ........
American Maize-Products C om pany.............
FINA, In c ..........................................................
American Stores C om pany...........................
American Telephone and Telegraph
C o m p a n y.....................................................
Ameron, Inc......................................................

Co. No.

2
7
12
12
12

45
46

12

52
53
54
56
57
59
60
62
64

* Month
in which
fiscal year
ends

Amoco C o rp o ra tio n .......................................
Ampco-Pittsburgh Corporation .....................

12
12

A n aco m p , In c.— s ee 6 9 6

48
51

Analogic C orporation......................................
Anheuser-Busch Companies, Inc...................

7
12

A n th o n y In d u s trie s , In c.— s ee 737

9
6
9

65
66
67
68
70

Avnet, Inc..........................................................
Avon Products Inc............................................
BMC Industries, Inc.........................................
Badger Meter, Inc.............................................
Baker Hughes Incorporated...........................

6
12
12
12
9

B a ld o r E le c tric C o m p an y— s e e 778

71

Ball C orporation..............................................

12

B an ta C o rp o ra tio n — s ee 806
B arn es G roup In c.— s ee 6 05
B a s s e tt F u rn itu re In d u s trie s ,
in c o rp o ra te d — s e e 606

12
8
12
12
12
10
12
2
12
12
12
1

9
6
12
12
12
12
9
6
12

A u lt In c o rp o ra te d — see 738
A v e ry D en n iso n C o rp o ra tio n — s e e 604

1
9

12
3

Apple Computer, Inc........................................
Archer Daniels M idland C om pany.................
Arden Group, Inc..............................................
Armco Inc..........................................................
Arm strong World Industries, Inc.....................
Arvin Industries, Inc.........................................
Ashland Oil, Inc................................................
Astrosystems, Inc.............................................
Atlantic Richfield C om pany...........................

74
75
78
81
82
83

Bausch & Lomb In co rp o ra te d .......................
Baxter International Inc....................................
Becton, Dickinson and C o m p a n y.................
Bemis Company, Inc........................................
Bergen Brunswig C orporation.......................
Bethlehem Steel Corporation .......................
B e tz L a b o ra to rie s , In c.— s e e 698

85

The Black & Decker C orporation...................

12
12
9
12
8
12

B inks M a n u fa c tu rin g C o m p an y— s ee 739

12

B lo u n t, In c.— s e e 6 9 9

12
11

87
88

The Boeing C o m p a n y....................................
Boise Cascade C orporation...........................

* M onths num bered in sequence, January through D ecem b er

12
12
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*Month
in which
fiscal year
ends

Co. No.
89
91
92
93
94
96
97
98
99
102
103
104
105
106
107
108
109
110
111
112
113
115

117
121

Borden, Inc.......................................................
Bow ater Incorporated— see 607
Bowne & Co., Inc..............................................
Brenco, Incorporated......................................
Briggs & Stratton C orporation.......................
Bristol-Myers Squibb C om pany.....................
Brown & Sharpe Manufacturing Company . . .
Brow n-Form an C orporation— see 657
Brown Group, Inc.............................................
Browning-Ferris Industries, Inc.......................
Brunswick Corporation ..................................
B u rlin g to n In d u strie s E quity Inc.— see 818
B urlin g to n Resources Inc.— see 700
Unisys C orporation ........................................
CBI Industries, Inc............................................
CBS Inc.............................................................
CLARCOR Inc.— see 658
CMI Corporation ............................................
CPC International Inc.......................................
CSP Inc.............................................................
CTS C orporation— see 701
Cabot C orporation..........................................
Caesars W orld, Inc...........................................
CalM at Co.— see 608
Campbell Soup C om pany.............................
Capital Cities/ABC, Inc.....................................
Carpenter Technology C orporation— see 610
Dole Food Company, Inc ..................................
C aterpillar Inc...................................................
Ekco Group, In c ...............................................
C entral S p rin k le r C o rp o ra tio n — see 819
C eridian C orporation— see 145
Cham pion E nterprises, inc.— see 740
Champion International C orporation.............
Chesapeake C orporation— see 659
Chevron C orporation......................................

12
10
12
6
12
12
1
9
12
12
12
12
12
12
8

128
130
131
132
133

Chock Full o’Nuts Corporation .....................
Chrysler C orporation......................................
Cincinnati Milacron Inc....................................
L iz C laib o rn e , Inc.— s ee 611
Clark Equipment C om pany...........................
Cleveland-Cliffs Inc..........................................
The Clorox C om pany......................................
The Coastal C o rp o ra tio n ................................
The Coca-Cola Company .............................

7
12
12
12
12

137
140
142
143
144
145

Colgate-Palmolive C om pany.........................
C o llin s & A ikm an G roup, Inc.— s ee 820
Collins Industries, Inc......................................
Commercial Metals C om pany.......................
C om paq C o m p u te r C o rp o ra tio n — s e e 661
ConAgra, Inc.....................................................
Concord Fabrics Inc.........................................
C o n n e r P e rip h e ra ls , Inc.— s ee 797
Consolidated Papers, Inc.................................
Ceridian Corporation ......................................

160
161
163
165
166
167
168

171
173
174

175
12
12
7
12
12
12
12
6
12
12

C o ca-C o la E n te rp ris e s in c.— s ee 6 6 0
C o h e re n t, in c.— s e e 742

135

146
147
149
150
152
153
154
156
157
158

9
7

C hiquita B rands intern atio n al, inc.— see 5 5 7

124
126
127

Co. No.

12
10
8
5
8
12
12

176
177
178
180
181
182
183
184

* Month
in which
fiscal year
ends

Cooper Industries, Inc.....................................
Adolph Coors C om pany..................................
Corning Incorporated......................................
Courier C orporation........................................
Crane Co...........................................................
Crown Central Petroleum C orporation...........
Crown Cork & Seal Company, Inc..................
Culbro Corporation ........................................
Cummins Engine Company, Inc.....................
Curtiss-W right C o rp o ra tio n ...........................
C ustom edix C orporation— see 781
C yprus Am ax M inerals Com pany— see 662
DSC Communications C orporation...............
Dana C orporation............................................
Danaher C orporation— see 664
Data General C o rp o ra tio n .............................
Dayton Hudson C o rp o ra tio n .........................
Dean Foods C om pany....................................
Deere & C om pany..........................................
Deluxe C o rp o ra tio n ........................................
Dep C orporation— see 743
D e tro it D iesel C orporation— see 821
The D exter C orporation— see 798
The D ial Corp.— see 257
Maxus Energy C orporation ..............................
D ibrell B rothers, Incorporated— see 782
Digital Equipment Corporation .....................
The Walt Disney C o m p a n y...........................
D ixie Yarns, Inc.— see 665
Dole Food Company, Inc.— see 112
D onaldson Company, Inc.— see 744
R. R. Donnelley & Sons C o m p a n y ...............
Doskocll Companies In c o rp o ra te — see 745
Dover C orp o ra tio n ..........................................
The Dow Chemical C o m p a n y.......................
Dow Jones & Company, Inc............................
Dravo C o rp o ra tio n ..........................................
Dresser Industries, Inc.....................................
The Dun & Bradstreet C o rp o ra tio n ...............
Duplex Products Inc.........................................
E.l. du Pont de Nemours and Company . . . .

12
12
12
9
12
12
12
11
12
12
12
12
9
1
5
10
12

12
6
9

12
12
12
12
12
10
12
10
12

D u ra c e ll In te rn a tio n a l In c.— s ee 799
T h e D u riro n C om pany, Inc.— s e e 6 6 6

186
187
188
190
191
192
193
194
195
196
198

Dynamics Corporation of A m erica.................
E -S ystem s, In c.— s e e 616
EG&G, Inc.........................................................
ERLY In d u s trie s in c.— s ee 746
Eagle-Picher Industries, Inc............................
The Eastern C om pany....................................
Eastman Kodak C om pany.............................
Eaton C o rp o ra tio n ..........................................
Echlin Inc..........................................................
E co lab In c .— s ee 617
Ekco G roup, In c.— se e 115
Elcor C orporation............................................
Emerson Electric Co........................................
Emerson Radio Corp.......................................
Engelhard Corporation ..................................

* M onths num bered in sequence, Ja nuary through D ece m b er

12
12
11
12
12
12
8
6
9
3
12
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Co. No.

Co. No.
258

E n viro q C o rp o ra tio n — s e e 8 2 2

199

202

Ethyl C orporation............................................
Exxon C orporation..........................................

12
12

259
263
264
266
267

F IN A , In c.— s ee 39

203

FMC C orporation............................................

12

T h e F airch ild C o rp o ra tio n — s ee 6 5 6

205

Fansteel Inc......................................................

12

Fedders C o rp o ra tio n ......................................
Federal-Mogul C o rp o ra tio n ...........................
Federal Paper Board Com pany, Inc.—see 618
F ed eral S crew W orks— se e 747
Fe rro C o rp o ra tio n — s ee 800
F ie ld c re s t C an n o n , In c.— s e e 619

8
12
268
269
270
271

F ig g ie In te rn a tio n a l In c.— se e 706
F irs t B rands C o rp o ra tio n — s e e 783

212
213
214
215
216
219

Fleetwood Enterprises, Inc..................................
Fleming Companies, Inc....................................
Flowers Industries, Inc.........................................
Fluke Corporation ..............................................
Fluor C orporation...............................................
Ford Motor C om pany.........................................

4
12
6

4
10
12

Foster W heeler C orporation..............................
Freeport-McMoRan Inc.......................................
F ru it o f th e Loom , In c.— se e 670
H .B . F u lle r C om pany— s ee 621
Furon C o m p an y— s ee 823

224
227
228
230
231
232
233
235
237
238
240
241
242
243
244
245
246
247
248
249
251
252
253
254
256
257

273
275
276
277
278
280

L .B . F o ster C o m p an y— s e e 6 6 9

221
222

Grumman C orporation....................................
G u ard sm an P ro d u cts, Inc.— s e e 749
Guilford Mills, Inc..............................................
HON INDUSTRIES Inc....................................
Halliburton C om pany......................................
Hampton Industries, Inc...................................
Handy & H arm an............................................

12
6
12
12
12
12

M .A . H an n a C o m p an y— s e e 672
H a rc o u rt G e n e ra l, In c.— se e 231
H a rle y -D a v id s o n , In c.— s e e 673
H arm o n In d u s trie s , In c.— s ee 4 7 5

F arr C om pany— s e e 705

206
208

* Month
in which
fiscal year
ends

12
12

281
282
283
285
286
287

Harnischfeger Industries, Inc..........................
Harris C orporation..........................................
Harsco C o rp o ra tio n ........................................
Hartm arx C o rp o ra tio n ....................................
H asbro, In c.— s e e 623
Hecla Mining C om pany..................................
H.J. Heinz C o m p a n y......................................
Hercules Incorporated....................................
Hershey Foods C orporation.........................
Hewlett-Packard Company ...........................
H ille n b ra n d In d u s trie s , In c.— s e e 624
Homasote C o m p a n y ......................................
H o m ed co G roup, In c .— s e e 808
Honeywell Inc...................................................
Hormel Foods Corporation ...........................
Hughes Supply, Inc..........................................
Humana Inc......................................................
Hunt M anufacturing Co...................................
Hurco Companies, Inc.....................................

The Actava Group Inc. .......................................
12
GTI C orporation.................................................
12
H yd e A th le tic In d u s trie s , In c .— s ee 675
Gannett Co., Inc..................................................
12
IBP, In c .— s ee 751
G aran , In c o rp o ra te d — s ee 671
288 W hitman C o rporation ......................................
GenCorp Inc........................................................
11
289 ICOT C orporation............................................
G en eral C ab le C o rp o ra tio n — see 807
IM C F e rtilize r G ro u p , in c.— se e 752
H arcourt General, Inc. .......................................
10
IM C E R A G roup In c.— s ee 3 0 0
General Dynamics C orporation........................
12
291 ITT C o rp o ra tio n ..............................................
General Electric Com pany................................
12
Illin o is Tool W orks Inc.— s ee 6 25
General Host C o rp o ra tio n .............................
1
Im o In d u s trie s In c.— see 785
General Mills, Inc.............................................
5
292 Ingersoll-Rand C om pany................................
General Motors Corporation ............................
12
293 Inland Steel Industries, Inc..............................
General Signal C orporation..............................
12
295 1 Intel Corporation ............................................
Genesco Inc...........................................
296 Interco Incorporated........................................
Genuine Parts C om pany..................................
12
In te rfa c e , In c.— s ee 753
G eo rg ia G u lf C o rp o ra tio n — s ee 748
In te rg ra p h C o rp o ra tio n — se e 801
Georgia-Pacific Corporation ............................
12
297 The Interlake C o rp o ra tio n ..............................
Gerber Products C o m p a n y...........................
3
298 International Business Machines
Giant Food Inc..................................................
2
C orporation...................................................
The G illette C o m p a n y.......................................
12
In te rn a tio n a l F lavo rs & F rag ran ces
Golden Enterprises, Inc...................................
5
In c.— se e 6 27
The BFGoodrich C o m p a n y..............................
12
299 N avistar International C o rp o ra tio n .................
The Goodyear Tire & Rubber Company . . . .
12
300 IMCERA Group In c . ........................................
Goulds Pumps, Incorporated............................
12
301 International M ultifoods C orporation.............
W.R. Grace & Co.................................................
12
302 International Paper C o m p a n y...................
W.W. Grainger, Inc...............................................
12
303 Interstate Bakeries C orporation.....................
The Great Atlantic & Pacific Tea
305 JLG Industries, Inc...........................................
Company, Inc................................................
2
Jaco b s E n g in e e rin g G ro u p In c.— s ee 754
Greif Bros. C o rp o ra tio n .....................................
10
307 James River Corporation of V irg in ia .............
The D ial Corp.......................................................
12
*M o n th s n u m b e r e d in s e q u e n c e , J a n u a r y th ro u g h D e c e m b e r

10
6
12
11
12
4
12
12
10
12
12
10
1
12
11
10
12
7
12
12
12
12
12
12
12
10
6
2
12
5
7
12
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Co. No.
308
309
311
312
314
317
319
320
321
322
324
326
327
329
330
331
332
333
336
337
338
339
340
341
342
343
344
345
347
348
349
350
357
358
359
360
361

362
363

*Month
in which
fiscal year
ends

Johnson & Jo h n so n ............................... ___
Johnson Controls, Inc..............................
Johnston Industries, Inc.— see 786
Joslyn C orporation.................................. . . ..
Jostens, Inc..............................................
Juno L ig h tin g , Inc.— see 712
Km art C o rp o ra tio n .................................. ___
Kaman C orporation— see 629
Kellogg C om pany.................................... . . ..
Kerr Group, Inc......................................... . . ..
Kerr-McGee C o rp o ra tio n ....................... . . . .
Kevlin C orporation..................................
Keystone Consolidated Industries, Inc. . . . . .
Kim berly-Clark C orporation................... . . . .
Km art C orporation— see 314
Knape & Vogt Manufacturing Company
Knight-Ridder, Inc.................................... . . . .
The Kroger Co.......................................... . . . .
Kuhlman C orporation............................. . . . .
LADD F urniture, Inc.— see 755
The LTV C o rp o ra tio n ........ ................. . . . .
LaBarge, Inc.............................................
Laclede Steel C om pany......................... . . . .
Lafarge C orporation— see 678
The Lam son & Sessions Co.— see 713
Lee Enterprises, Incorporated...............
Leggett & Platt, Incorporated................. . . . .
TRINOVA C orporation ............................. . . . .
Eli Lilly and C o m p a n y........................... . . . .
Litton Industries, Inc................................
Lockheed C orporation........................... . . . .
Loctite C orporation— see 756
Lone Star Industries, Inc......................... . . . .
Loral C orporation— see 630
The Louisiana Land and Exploration
C o m p a n y............................................ . . ..
Louisiana-P acific C orporation— see 824
Lowe’s Companies, Inc...........................
The Lubrizol C orporation....................... . . ..
Lufkin Industries, Inc.— see 714
Lukens Inc................................................ . . . .
Lynch C orporation.................................. . . . .
Lyondell Petrochem ical Company— see 757
M/A-COM, Inc...........................................
MAPCO Inc.............................................. . . . .
MagneTek, Inc.— see 758
M anville C o rp o ra tio n ............................. . . . .
M arion M errell Dow Inc.— see 715
M ark IV Industries, Inc.— see 759
M arriott International, Inc........................ . . . .
M artin M arietta C orporation................... . . . .
Masco Corporation ............................... . . . .
M attel, Inc................................................. . . . .
M axtor C orporation— see 809
M axus Energy C orporation— see 171
Maxxam Inc.— see 760
The May Department Stores C om pany.
Maytag C orporation............................... . . . .

12
9
12
6
1

Co. No.
364
365
366
367
368
369
370

12
12
12
5
12
12

371
372
373
374
375

6
12
12
12

377
379
380

12
6
12
9
12
12
12
7
12
12

383
385
386
387
389
390

396
397
398
399

12
1
12
12
12
9
12

400
401
402
403
405

12
12
12
12
12

407
408
409
411
412

1
12

413
414
415

* Month
in which
fiscal year
ends

McCormick & Company, Incorporated. ........
McDermott International, Inc................ ........
McDonald’s C o rp o ra tio n ..................... ........
McDonnell Douglas C orporation........ ........
McGraw-Hill, Inc.................................... ........
McKesson Corporation ....................... ........
The Mead C orporation......................... ........
M edia G eneral, Inc.— see 631
Medtronic, Inc........................................ ........
M elville C orporation............................. ........
Merck & Co., Inc.................................... ........
Meredith C orporation........................... ........
Met-Pro Corporation ........................... ........
M icron Technology, Inc.— see 787
M icro so ft C orporation— see 825
Herman Miller, Inc................................. ........
Minnesota Mining and Manufacturing
C o m p a n y.......................................... ........
M inntech C orporation— see 679
Mobil Corporation ............................... ........
Molex Incorporated— see 716
Monsanto C om pany............................. ........
Morton International, Inc....................... ........
Mosinee Paper C orporation................. ........
Motorola, Inc.......................................... ........
Munsingwear, Inc................................... ........
Murphy Oil C orporation....................... ........
NACCO Industries, Inc.— see 403
NIKE, Inc.— see 401
N alco C hem ical Com pany— see 803
Nashua C orporation— see 761
National Intergroup, Inc......................... ........
National Presto Industries, Inc............. ........
National Sem iconductor Corporation . ........
National Service industries, Inc............ ........
N avistar Internatio nal C orporation—
see 299
N eutrogena C orporation— see 810
The New York Times C om pany........... ........
Newell Co.— see 680
NIKE, In c ............................................... ........
Nortek, Inc.............................................. ........
NACCO Industries, In c .......................... ........
Northrop C orporation........................... ........
N orthw estern Steel and W ire Com pany—
see 826
N ucor C orporation— see 633
Oak Industries Inc................................. ........
Occidental Petroleum Corporation . . . ........
Ogden Corporation ............................. ........
Olin C orporation.................................... ........
O m nicom G roup Inc.— see 682
O ptical C oating Laboratory, Inc.— see 683
Orion Pictures C o rp o ra tio n ................. ........
O ryx Energy Com pany— see 788
O’Sullivan Corporation ....................... ........
Outboard Marine C o rp o ra tio n ............. ........
Owens-Corning Fiberglas Corporation ........

* M o n th s n u m b e r e d in s e q u e n c e , J a n u a r y th ro u g h D e c e m b e r

11
3
12
12
12
3
12
4
12
12
6
1
5
12
12
12
6
12
12
12
12

3
12
5
8

12
5
12
12
12

12
12
12
12
2
12
9
12
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fiscal year
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Co. No.
417
418
419
421
424

Oxford Industries, Inc.......................................
PACCAR ln c.— s e e 419
PO R TEC , In c.— see 444
PPG Industries, Inc..........................................
PACCAR In c ......................................................
Pall C orporation.............................................
Parker Hannifin C o rp o ra tio n ........................

Co. No.
R u d d ick C o rp o ra tio n — se e 811
R u ssell C o rp o ra tio n — se e 8 3 2
R yko ff-S exto n , In c.— s e e 719

5
12
12
7
6

474

432
433
435
436
437
438

The Penn Traffic Company ...........................
J.C. Penney Company, Inc...............................
Pennzoil C om pany.........................................
P en tair, In c.— s e e 684
PepsiCo, Inc......................................................
The Perkin-Elmer C orporation.......................
P et In c o rp o ra te d — s ee 827
Pfizer Inc...........................................................
Phelps Dodge Corporation ...........................
Philip M orris Companies Inc...........................
Phillips Petroleum C om pany.........................

1
1
12
12
6

Pioneer Hi-Bred International, Inc..................
Pitney Bowes Inc..............................................
The Pittston C om pany....................................
P ittw ay C o rp o ra tio n — s ee 791

475
477

450
451

Polaroid C o rp o ra tio n ......................................
PORTEC, In c . ..................................................
Potlatch Corporation ......................................
Prab Robots, Inc...............................................
Pratt & Lambert, Inc.........................................
P raxair, Inc.— s ee 828
P rem ark In te rn a tio n a l, In c.— s ee 635
Premier Industrial Corporation .....................
The Procter & Gamble Com pany...................

8
12
12

The Quaker Oats C om pany...........................
Quaker State C o rp o ra tio n .............................
Quanex C orporation........................................
Ralston Purina Com pany..............................
R aw so n -K o en ig , In c.— s ee 763

12
12
12
10
12
5
6

Raytech C o rp o ra tio n ......................................
Raytheon C om pany........................................

6
12
10
9

469
470
471
472

Reynolds Metals C o m p a n y..........................
R h o n e-P o u len c R o rer in c.— see 641
R obbins & M yers, In c.— se e 764
Rockwell International C orporation...............
Rohm and Haas Company ...........................
R ohr, In c.— s ee 640
Rowe Furniture Corporation .........................
Rubbermaid Incorporate d.............................

Safeway Inc.......................................................
Sara Lee C orporation......................................
Savannah Foods & Industries, Inc..................
Schering-Plough Corporation .......................
Schlumberger L im ite d ....................................

12
6
9
12
12

484
485

Scope In d u s trie s ............................................
Scott Paper C o m pany....................................

6
12

T h e S c o tts C o m p an y— s ee 8 3 3
S e a g a te T e c h n o lo g y -s e e 687

Sears, Roebuck and Co...................................

12

S eq u a C o rp o ra tio n — see 519

487

Service Corporation In te rn a tio n a l.................

12

S haw In d u s trie s , in c.— s e e 6 4 3

490

The Sherwin-W illiams C om pany..................

12

494

A. O. Smith C orporation.................................

12

S m ith fie ld Foods, In c.— s e e 6 9 0

496

Snap-on Tools Corporation ...........................

12

S o n o co P ro d u cts C om pany— s ee 691
S o u th d o w n , In c.— s e e 766
S p an -A m erica M e d ical S ystem s, In c.—
s ee 8 34

498
499

Sparton Corporation ......................................
Spectrum Control, Inc......................................
S p eizm an In d u s trie s , Inc.— s e e 721
Springs Industries, Inc....................................

6
11
12

S tan d ard C o m m ercial C o r p o ra tio n s e e 812

507

Standard Motor Products, Inc.........................

12

T h e Standard Products C om pany— see 722

509

The Standard Register C o m p a n y.................

12

Standex In tern atio n al C orporation— see 767

12
12

T h e R e a d e r’s D ig e s t A s s o c ia tio n , In c.—
see 792
R e fle c to n e , In c.— s ee 830
R e lia n c e Ele c tric C o m p an y— see 831
R ep u b lic G ypsum C om pany— s e e 718

466

478
479
480
481
482

502

R aychem C o rp o ra tio n — s ee 6 38

460
461

12
12

S im p so n in d u s trie s , in c.— s ee 6 89

T h e P rom us C o m p an ies In c o rp o ra te d see 8 2 9

453
454
455
458

Harmon Industries, Inc. ..................................
SPS Technologies, Inc.....................................
S PX C o rp o ra tio n — s ee 6 4 2
SUPERVALU in c.— see 5 2 2

486

P lasm a-T h erm , Inc.— s e e 762

443
444
446
447
448

10

S c ie n tific in d u s trie s , in c.— se e 765

12
12
12
12

P h illip s-V an H eu sen C o rp o ra tio n — s ee 6 3 4
P hoto C o n tro l C o rp o ra tio n — s e e 6 8 6

440
441
442

Rymer Foods Inc..............................................
S C I S ystem s, In c .— see 793

P eerles s M fg. C o.— se e 790

427
428
430

* Month
in which
fiscal year
ends

510
511
512

Stanhome Inc...................................................
The Stanley W orks..........................................
The L. S. Starrett C om pany...........................

12
12
6

S te e l T ech n o lo g ies Inc.— se e 723
S te w a rt & S teven so n S e rv ic e s ,
In c.— see 768

517

9
12
11
12

Stone Container C orporation.........................

12

S to ra g e T ech n o lo g y C o rp o ra tio n s ee 804

12
519
520

Sequa C orporation ..........................................
Sun Company, Inc............................................

12
12

S un M icro system s, Inc.— se e 769

521

Sundstrand Corporation ................................

12

S u n ris e M ed ical In c .— s ee 724

522

SUPERVALU Inc ................................................

* M o n th s n u m b e r e d in s e q u e n c e , J a n u a r y th ro u g h D e c e m b e r

2

580
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*Month
in which
fiscal year
ends

Co. No.
525

Syntex Corporation ........................................

7

TRW Inc............................................................
Talley Industries, Inc........................................

566

12
12

568
569
570

Unocal C o rp o ra tio n ........................................
The Upjohn C om pany....................................
VF C orporation................................................

571

Varian Associates, Inc......................................
V a rity C o rp o ra tio n — s e e 815
V is h a y In te rte c h n o lo g y , Inc.— s ee 731
Vulcan M aterials C o m p a n y...........................
W M X T ech n o lo g ies, In c.— s e e 580
W al-M art S to re s , In c.— see 648
W albro C o rp o ra tio n ........................................
W algreen Co.....................................................
Wang Laboratories, Inc...................................
W arner-Lambert Company ...........................

531
532
533
534

Tandy C o rporation..........................................
Tasty Baking C o m p a n y..................................
Tecumseh Products C om pany.......................
T ektro n ix, In c.— s e e 794
Teledyne, Inc.....................................................
Temple-Inland Inc.............................................
Temtex Industries, Inc......................................
Tenneco Inc......................................................

535
536

Tesoro Petroleum C orporation.......................
Texaco Inc.........................................................

12
12
12

573
12
12
8
12

Terra In d u s trie s In c.— s ee 676

12
12

Texas In d u s trie s , In c.— s e e 725

537
538

Texas Instruments Incorporated.....................
Textron Inc.........................................................
T h e rm o E le c tro n C o rp o ra tio n — s e e 813
T h io k o l C o rp o ra tio n — s e e 805
T h o m as & B etts C o rp o ra tio n — s ee 771

12
12

Time Warner Inc...............................................
The Times M irror C om pany...........................
The Timken C om pany....................................
Tosco C o rp o ra tio n .........................................
Tribune C om pany............................................

12
12

596

Woolworth Corporation ..................................

12

Tultex C o rp o ra tio n ..........................................
Tw in D isc, In c o rp o ra te d — s ee 728
Tyco L a b o ra to rie s , In c.— se e 773

549
550
551

Tyler C o rporation ............................................
Tyson Foods, Inc...............................................
UNC Inco rp o ra te d ..........................................

12
9
12

U nifi, Inc............................................................
Union Camp C orporation................................
Union Carbide C o rporation ...........................

6
12
12

U n ion Texas P etro leu m H o ld in g s , Inc.—
see 694
U nisys C o rp o ra tio n — see 102

557
558
559
560
561
562
563
564
565

C hiquita Brands International, In c ..................
United Foods, Inc.............................................
United Merchants and Manufacturers, Inc. ..
The United States Shoe C orporation.............
USX C orporation ..............................................
United States Surgical C orporation...............
UST In c . ...........................................................
United Technologies C o rp o ra tio n .................
Univar C orporation..........................................

12
2
6
1
12
12
12
12
2

12
12
8
6
12
12
8

12
10
12
12
12

W h itm an C o rp o ra tio n — see 2 8 8

10
12
6
8
12

W o lverin e W orld W id e, In c.— s ee 734

1

W o rth in g to n In d u s trie s , In c.— s ee 735

597
599

Wm. W rigley Jr. C om pany.............................
Xerox C o rp o ra tio n ..........................................

12
12

York In te rn a tio n a l C o rp o ra tio n — s ee 6 50

600

Zenith Electronics C o rp o ra tio n .....................

12

Zurn In d u s trie s , In c.— s ee 775

U S T In c.— s ee 5 6 3
U SX C o rp o ra tio n — see 5 6 t

553
554
555

9

W axm an In d u s trie s , In c.— s ee 732
W eirto n S te e l C o rp o ra tio n — s e e 835
W estern D ig ita l C o rp o ra tio n — s ee 733

W hittaker C o rp o ra tio n ....................................
W illam ette Industries, Inc................................
W inn-Dixie Stores, Inc.....................................
W innebago Industries, Inc...............................
W itco C o rp o ra tio n ..........................................

T rin ity In d u s trie s , In c.— s ee 6 4 6

548

WMX Technologies, In c ...................................
Wausau Paper M ills Com pany.......................

589
590
593
594
595

12
12
12

Toys “ R ” Us, In c.— s ee 772
TransTechnology C o rp o ra tio n — s ee 727

547

12
12
12

T h e W ash in g to n P ost C o m p an y— s e e 6 4 9

580
581

W estinghouse Electric C orporation................
Westvaco C orporation....................................
W eyerhaeuser C om pany................................
W heeling-Pittsburgh C o rp o ra tio n .................
W hirlpool C o rp o ra tio n ....................................

Tokheim C o rp o ra tio n — s ee 6 9 3
T h e Toro C o m p an y— se e 726

544

574
575
577
579

583
584
586
587
588

T h o rn A p p le V alley, In c.— s ee 6 4 4

540
541
542

6

V alero E n erg y C o rp o ra tio n — s e e 6 4 7

Tandem C om puters Incorporated— see 692

528
529
530

Universal C o rp o ra tio n ...................................
U n iversal Foods C o rp o ra tio n — se e 814

T h e T JX C o m p an ies, In c.— s ee 770
TR IN O VA C o rp o ra tio n — s ee 338

526
527

Co. No.

* Month
in which
fiscal year
ends

COMPANIES ADDED FOR 1987 EDITION
601
602
603
604
605
606
607
608
610
611
616

Alberto-C ulver C om pany ................................
The A llen Group In c .........................................
Am dahl C orporation ........................................
Avery Dennison C orporation ...........................
Barnes Group Inc. ..........................................
B assett Furniture Industries, Incorporated . . .
Bowater Incorporated ......................................
C alM at Co. .......................................................
Carpenter Technology C orporation .................
Liz Claiborne, In c .............................................
E-Systems, In c ................................................

*M onths num bered in sequence, Ja n u a ry through D ecem b er

9
12
12
12
12
11
12
12
6
12
12
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Co. No.
617
618
619
621
623
624
625
627
629
630
631
633
634
635
638
640
641
642
643
644
646
647
648
649
650

*Month
in which
fiscal year
ends

E colab In c . .......................................................
Federal Paper Board Company,In c ................
Fieldcrest Cannon, Inc. ..................................
H.B. Fuller Company ......................................
Hasbro, Inc. .....................................................
H illenbrand Industries, In c ..............................
Illin o is Tool Works Inc. ....................................
International Flavors & Fragrances In c . .......
Kaman C orporation ........................................
Loral C o rp o ra tio n ............................................
M edia General, Inc. ........................................
N ucor C o rp o ra tio n ..........................................
Phillips-Van Heusen C o rp o ra tio n ...................
Prem ark International, Inc ................................
Raychem C orporation .....................................
Rohr, Inc. .........................................................
Rhone-Poulenc Rorer Inc. ..............................
SPX C orporation ..............................................
Shaw Industries, Inc. ......................................
Thorn Apple Valley, Inc. ..................................
Trinity Industries, In c . ......................................
Valero Energy C o rp o ra tio n .............................
W al-Mart Stores, Inc. ......................................
The W ashington Post C om pany .....................
York International C orporation .......................

12
12
12
11
12
11
12
12
12
3
12
12
1
12
6
7
12
12
6
5
3
12
1
12
12

COMPANIES ADDED FOR 1988 EDITION
651
652
656
657
658
659
660
661
662
664
665
666
669
670
671
672
673
675
676
678
679
680
682
683
684
686
687
689

Acme M etals In co rp o ra te d ..............................
Advanced M icro Devices, Inc. .......................
The Fairchild C orporation ................................
Brown-Forman C o rp o ra tio n ...........................
CLARCOR In c . ................................................
Chesapeake C o rp o ra tio n ................................
Coca-Cola Enterprises In c ...............................
Compaq Com puter C orporation .....................
Cyprus Am ax M inerals C om pany...................
Danaher C o rp o ra tio n ......................................
Dixie Yarns, In c . ..............................................
The D uriron Company, In c ...............................
L.B. Foster C om pany ......................................
F ruit o f the Loom, Inc. ....................................
Garan, Incorporate d ........................................
M .A. Hanna C om pany ....................................
Harley-Davidson, In c . ......................................
Hyde A thletic Industries, In c . .........................
Terra Industries Inc. ........................................
Lafarge C o rp o ra tio n ........................................
M inntech C orporation ......................................
Newell Co. .......................................................
Omnicom Group Inc. ......................................
O ptical Coating Laboratory, In c ......................
Pentair, In c ........................................................
Photo C ontrol C o rp o ra tio n ..............................
Seagate Technology ........................................
Simpson Industries, In c ..................................

12
12
6
4
11
12
12
12
12
12
12
12
12
12
9
12
12
12
12
12
3
12
12
10
12
12
6
12

Co. No.
690
691
692
693
694

S m ithfield Foods, In c ..........................
Sonoco Products C om pany ...............
Tandem Com puters Incorporated . . . .
Tokheim C orporation .........................
Union Texas Petroleum Holdings, Inc.

* Month
in which
fiscal year
ends
...........
...........
...........
...........
...........

4
12
9
11
12

COMPANIES ADDED FOR 1989 EDITION
696
698
699
700
701
705
706
712
713
714
715
716
718
719
721
722
723
724
725
726
727
728
731
732
733
734
735

Anacom p, Inc ...................................................
Betz Laboratories, In c . ....................................
Blount, In c ........................................................
B urlington Resources Inc. .............................
CTS C orporation ..............................................
Farr C om pany...................................................
Figgie International Inc. ..................................
Juno Lighting, Inc. ..........................................
The Lamson & Sessions Co. .........................
Lufkin Industries, In c .......................................
M arion M errell Dow In c ...................................
M olex In c o rp o ra te d ........................................
R epublic Gypsum Com pany...........................
Rykoff-Sexton, In c . ..........................................
Speizm an Industries, In c .................................
The Standard Products C om pany .................
S teel Technologies In c .....................................
Sunrise M edical In c .........................................
Texas Industries, Inc. ......................................
The Toro C om pany ..........................................
TransTechnology C o rp o ra tio n .........................
Twin Disc, In co rp o ra te d ..................................
Vishay Intertechnology, In c . ...........................
Waxman Industries, In c ...................................
Western D igital C o rp o ra tio n ...........................
W olverine W orld Wide, In c ...............................
W orthington Industries, In c . ...........................

9
12
2
12
12
12
12
11
12
12
12
6
6
4
6
6
9
6
5
7
3
6
12
6
6
12
5

COMPANIES ADDED FOR 1990 EDITION
736 Acclaim Entertainm ent, In c . ...........................
737 Anthony Industries, In c . ..................................
738 A ult In co rp o ra te d ............................................
739 Binks M anufacturing C om pany .....................
740 Champion Enterprises, Inc. ...........................
742 Coherent, In c ....................................................
743 Dep C orporation ..............................................
744 Donaldson Company, Inc. ..............................
745 Doskocil Companies In corporate d .................
746 ERLY Industries In c . ........................................
747 Federal Screw W o rks ......................................
748 Georgia G ulf C o rp o ra tio n ................................
749 Guardsman Products, In c . ..............................
751 IBP, Inc. ...........................................................
752 IM C F ertilizer Group, In c . ................................
753 Interface, In c . ...................................................

* M onths nu m b ered in sequence, Ja nuary through D ece m b er

8
12
5
11
2
9
7
7
12
3
6
12
12
12
6
12
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Co. No.
754
755
756
757
758
759
760
761
762
763
764
765
766
767
768
769
770
771
772
773
775

*Month
in which
fiscal year
ends

Jacobs Engineering Group Inc. .....................
LADD Furniture, In c .........................................
Loctite C orporation ..........................................
Lyondell Petrochem ical Com pany...................
MagneTek, In c . ................................................
M ark IV Industries, Inc. ..................................
Maxxam In c ......................................................
Nashua C orporation ........................................
Plasma-Therm, In c ...........................................
Rawson-Koenig, In c .........................................
Robbins & Myers, Inc. ....................................
S cientific Industries, Inc. ................................
Southdown, In c ...............................................
Standex International C o rp o ra tio n .................
Stewart & Stevenson Services, Inc. ...............
Sun M icrosystem s, Inc. ..................................
The TJX Companies, Inc. ................................
Thomas & B etts C o rp o ra tio n .........................
Toys “ R” Us, In c . ............................................
Tyco Laboratories, In c . ....................................
Zurn Industries, In c . ........................................

9
12
12
12
6
2
12
12
11
12
8
6
12
6
1
6
1
12
1
6
3

COMPANIES ADDED FOR 1991 EDITION
776
777
778
781
782
783
785
786
787
788
790
791
792
793
794

Allegheny Ludlum C orporation .......................
A llia n t Techsystems In c ...................................
B aldor E lectric C om pany ................................
Custom edix C orporation ..................................
D ibrell Brothers, Incorporated .......................
F irst Brands Corporation ................................
Im o Industries In c . ..........................................
Johnston Industries, Inc. ................................
M icron Technology, In c . ..................................
O ryx Energy C om pany ....................................
Peerless M fg. C o .............................................
Pittw ay C o rp o ra tio n ........................................
The Reader’s D igest A ssociation, In c ............
SCI Systems, In c .............................................
Tektronix, In c ...................................................

12
3
12
6
6
6
12
6
8
12
6
12
6
6
5

COMPANIES ADDED FOR 1992 EDITION
796
797
798
799
800
801
803
804
805

A llergan, Inc. ..................................................
Conner Peripherals, In c ...................................
The Dexter C orporation ..................................
D uracell International In c .................................
Ferro C orporation ............................................
Intergraph C orporation ....................................
Nalco Chemical C om pany .............................
Storage Technology C o rp o ra tio n ...................
Thiokol C orporation ........................................

12
12
12
6
12
12
12
12
6

COMPANIES ADDED FOR 1993 EDITION
806
807
808

Banta Corporation ..........................................
General Cable C orporation .............................
Homedco Group, In c .......................................

12
12
9

Co. No.
809
810
811
812
813
814
815

* Month
in which
fiscal year
ends

M axtor C orporation ........................................
Neutrogena C orporation ..................................
R uddick Corporation ......................................
Standard Commercial C orporation ................
Thermo Electron C orporation .........................
U niversal Foods C o rp o ra tio n .........................
Varity C orporation ............................................

3
10
9
3
12
9
1

COMPANIES ADDED FOR 1994 EDITION
816 AST Research, In c ...........................................
817 A lum ax Inc. .....................................................
818 B urlington Industries Equity Inc. ...................
819 C entral S prinkler C orporation .........................
820 C ollins & Aikm an Group, In c . .........................
821 D etroit D iesel C orporation ..............................
822 Enviroq C o rp o ra tio n ........................................
823 Furon C o m p a ry ..............................................
824 Louisiana-Pacific C orporation .........................
825 M icrosoft C orporation ......................................
826 Northwestern Steel and Wire C om pany ........
827 Pet Incorporated ..............................................
828 Praxair, In c ........................................................
829 The Promus Companies In co rp o ra te d ...........
830 Reflectone, In c .................................................
831 Reliance E lectric Company ...........................
832 R ussell C o rp o ra tio n ........................................
833 The S cotts C om pany ......................................
834 Span-Am erica M edical Systems, In c ..............
835 W eirton Steel C orporation ................................

C o m p a n ie s In c lu d e d in F o rty -S e v e n th E d itio n
N o t In c lu d e d in th is E d itio n o f th e S u rv e y

5
40
55
63
79
170
261
310
394
410
468
552
585
591
653
720
741
780
784
789
802

A M A X Inc.
The American Ship Building Company
Armada Corporation
Athlone Industries, Inc.
Belding Heminway Company, Inc.
Designcraft Industries, Inc.
Gulf USA Corporation
Johnson Products Co., Inc.
Quantum Chemical Corporation
SiMETCO
Robertson-Ceco Corporation
USG Corporation
Wetterau Incorporated
The W illiam s Companies, Inc.
Affiliated Publications, Inc.
Sanmark-Stardust Inc.
The Circle K Corporation
Crystal Brands, Inc.
Holnam Inc.
Paramount Communications Inc.
Levi Strauss Associates Inc.

6
12
9
10
1
12
3
1
12
6
7
6
12
12
12
12
12
9
9
12
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Company Index

A
AEL Industries, Inc., 81, 172, 307, 553
AM International, Inc., 564
AMETEK, Inc., 114, 302, 350
AMP Incorporated, 282
ASARCO Incorporated, 45, 280, 560
AST Research, Inc., 127, 286, 473
Abbott Laboratories, 333, 414, 572
Aceto Corporation, 212
Acme-Cleveland Corporation, 211
Acme Metals Incorporated, 133, 297
The Actava Group Inc., 448
Action Industries, Inc., 47, 232, 242
Advanced Micro Devices, Inc., 271, 545
A ir Products and Chemicals, Inc., 94, 207, 305
Alberto-Culver Company, 161
Albertson’s, Inc., 105, 234, 310, 324, 434
Alco Standard Corporation, 115, 251
Allegheny Ludlum Corporation, 201
The Allen Group Inc., 109,156, 357
Alliant Techsystems Inc., 398, 482
AlliedSIgnal Inc., 65, 134, 348, 533
Alpha Industries, Inc., 5,159, 299
Alumax Inc., 381
Aluminum Company of America, 126, 570
Amcast Industrial Corporation, 122
Amerada Hess Corporation, 86
American Biltrite Inc., 232, 265
American Brands, Inc., 207, 287
American Building Maintenance
Industries, Inc., 59, 218, 427, 554
American Cyanamid Company, 69, 265, 305, 367
American Greetings Corporation, 290
American Home Products Corporation, 8,147, 314
American Maize-Products Company, 123
American Stores Company, 134, 428
American Telephone and Telegraph Company, 210
Ameron, Inc., 359, 497
Amoco Corporation, 162, 366, 415
Amserv Healthcare Inc., 192
Anacomp, Inc., 264
Analogic Corporation, 254, 350
Anheuser-Busch Companies, Inc., 291
Apple Computer, Inc., 20, 238, 435
Archer Daniels M idland Company, 147

Arden Group, Inc., 135
Armco Inc., 389
Armstrong World Industries, Inc., 69, 348
Ashland Oil, Inc., 86, 301, 341, 550
Astrosystems, Inc., 81
Atlantic Richfield Company, 557
Atwood Oceanics, Inc., 184
Ault Incorporated, 24, 309
Avery Dennison Corporation, 173, 348, 468
Avnet, Inc., 128,161

B
BIC Corporation, 215
BMC Industries, Inc., 123, 266
Badger Meter, Inc., 139, 350
Baker Hughes Incorporated, 70,131,168
Baldor Electric Company, 441
Ball Corporation, 54,157
Banta Corporation, 40
Barnes Group Inc., 278, 353
Bausch & Lomb Incorporated, 87, 407, 459, 526, 573
Baxter International Inc., 115, 393
Becton, Dickinson and Company, 40, 95, 311, 354, 469
Bergen Brunswig Corporation, 238, 408
Bethlehem Steel Corporation, 365
Betz Laboratories, Inc., 279, 332
Binks M anufacturing Company, 407, 545
The Black & Decker Corporation, 154, 295, 510
Blount, Inc., 123, 398
Boise Cascade Corporation, 173, 261, 390
Borden, Inc., 30,169, 245
Bowater Incorporated, 81, 292
Bowne & Co., Inc., 6, 266
Brenco, Incorporated, 210
Briggs & Stratton Corporation, 25,148, 290, 462, 531
Bristol-Myers Squibb Company, 252, 469
Brown & Sharpe M anufacturing Company, 145
Brown-Forman Corporation, 148
Brown Group, Inc., 70, 239, 334
Browning-Ferris Industries, Inc., 192
Brunswick Corporation, 239

584

Company Index

c
CBI Industries, Inc., 290
CBS Inc., 219, 451
CLARCOR Inc., 124, 176, 573
CPC International Inc., 214
CTS Corporation, 486
Cabot Corporation, 95, 369
Cabot Medical Corporation, 190
Caesars World, Inc., 232, 522
CalMat Co., 144, 554
Campbell Soup Company, 246
Capital Cities/ABC, Inc., 245, 356
Carpenter Technology Corporation, 84,128, 550
C aterpillar Inc., 123
Ceridian Corporation, 258, 371
Champion Enterprises, Inc., 215
Champion International Corporation, 70,262,409,418,485
Champion Parts, Inc., 568
Chesapeake Corporation, 79
Chevron Corporation, 289, 328, 395, 437
Chiquita Brands International, Inc., 79
Chrysler Corporation, 143
Church & Dwight Co., Inc., 206
Cincinnati Milacron Inc., 157, 232, 454
Liz Claiborne, Inc., 29, 149, 357
Clark Equipment Company, 177
Cleveland-Cliffs Inc., 281, 423
The Clorox Company, 89, 551
The Coastal Corporation, 339
The Coca-Cola Company, 105, 558
Coca-Cola Enterprises Inc., 81
Coeur D’alene Mines Corporation, 219
Coherent, Inc., 38, 85, 202, 282, 402
Commercial Metals Company, 171
Compaq Computer Corporation, 411
ConAgra, Inc., 41, 335
Concord Fabrics Inc., 173
Consolidated Papers, Inc., 214, 265, 330
Cooper Industries, Inc., 57, 78, 217
Adolph Coors Company, 162
Courier Corporation, 79, 273
Crown Cork & Seal Company, Inc., 38, 352
Cummins Engine Company, Inc., 133, 265
Curtiss-W right Corporation, 132,199
Cyprus Amax Minerals Company, 56, 252, 346

D
DSC Communications Corporation, 152, 357
Dana Corporation, 272, 358
Danaher Corporation, 446
Data General Corporation, 77, 111, 299
Dayton Hudson Corporation, 535
Dean Foods Company, 17,128, 211
Deere & Company, 53, 516
Deluxe Corporation, 59,171, 220
Dep Corporation, 359
Detroit Diesel Corporation, 255
The Dial Corp., 409, 411, 524

Dibrell Brothers, Incorporated, 73
Digital Equipment Corporation, 96, 465
Dixie Yarns, Inc., 253, 296
Donaldson Company, Inc., 236, 283, 353
R. R. Donnelley & Sons Company, 283, 360, 415
Doskocil Companies Incorporated, 124
The Dow Chemical Company, 281, 342
Dow Jones & Company, Inc., 18, 96, 162, 216, 475
Dravo Corporation, 382
Dresser Industries, Inc., 60,128, 296, 343
Drexler Technology Corporation, 213
The Dun & Bradstreet Corporation, 44
E.l. du Pont de Nemours and Company, 178, 390
Duracell International Inc., 7,135, 191
The Duriron Company, Inc., 558
Dynamics Corporation of America, 358

E
E-Systems, Inc., 74
EG&G, Inc., 487
ERLY Industries Inc., 566
Eagle-Picher Industries, Inc., 196, 372, 548
The Eastern Company, 193
Eastman Kodak Company, 71,126,158
Eaton Corporation, 4, 71, 129, 330
Echlin Inc., 130,158, 273, 299
Ecolab Inc., 327
Ekco Group, Inc., 60, 83, 166, 354, 457
Emerson Electric Co., 273
Emerson Radio Corp., 109
Engelhard Corporation, 311, 366, 442
Enviroq Corporation, 155, 246
Ethan Allen Interiors Inc., 204
Ethyl Corporation, 126, 314, 424
Exxon Corporation, 54

F
FINA, Inc., 501
FMC Corporation, 79
Fansteel Inc., 42,146
Federal-Mogul Corporation, 133,196
Federal Paper Board Company, Inc., 29, 391
Federal Screw Works, 347, 555
Fieldcrest Cannon, Inc., 258, 303, 345, 426, 518
Figgie International Inc., 562
First Brands Corporation, 158, 255, 430
Fleetwood Enterprises, Inc., 517
Fleming Companies, Inc., 185, 221
Flowers Industries, Inc., 135, 283, 452
Fluke Corporation, 25
Fluor Corporation, 466
Ford Motor Company, 47, 55, 85, 360
L.B. Foster Company, 11, 124, 142, 202, 385
Fruit of the Loom, Inc., 75
H.B. Fuller Company, 276, 412, 461
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Com pany Index

G
GTI Corporation, 407,449
Gannett Co., Inc., 315
Garan, Incorporated, 83, 438
GenCorp Inc., 32, 323, 398
General Dynamics Corporation, 440
General Electric Company, 45, 55,402
General Host Corporation, 134, 233
General Mills, Inc., 253, 356
General Motors Corporation, 53, 395
General Signal Corporation, 223, 391
Genesco Inc., 236, 316
Geneva Steel Company, 215
Genuine Parts Company, 209, 476
Georgia Gulf Corporation, 23
Georgia-Pacific Corporation, 158, 374, 528
Gerber Products Company, 66,167, 200,439
Giant Food Inc., 224
Gilbert Associates, Inc., 220
The Gillette Company, 116, 279, 469,478
Golden Enterprises, Inc., 496
The BFGoodrich Company, 105, 350,388,418
The Goodyear Tire & Rubber Company, 44
Goulds Pumps, Incorporated, 110
W.R. Grace & Co., 89, 220
W.W. Grainger, Inc., 194, 340
Greif Bros. Corporation, 181
Grumman Corporation, 164
Guardsman Products, Inc., 150,317
Guilford Mills, Inc., 79, 574

I
ICOT Corporation, 303, 569
IMC Fertiiizer Group, inc., 79, 254, 366,492
ITT Corporation, 90
Illinois Tool Works Inc., 304, 319
Imo Industries Inc., 74
Ingersoll-Rand Company, 111, 215
Inland Steel Industries, Inc., 195, 365, 495
Interco Incorporated, 192
Intergraph Corporation, 395
The Interlake Corporation, 117, 275
International Business Machines Corporation, 91
International Paper Company, 57, 284, 363
International Power Machines Corporation, 217
Interneuron Pharmaceuticals, Inc., 205
Interstate Bakeries Corporation, 225, 336, 551

J
JLG Industries, inc., 136, 470
Johnson & Johnson, 181, 352, 375
Johnson Controls, Inc., 23, 226, 349,419
Johnston Industries, Inc., 249, 565
Jostens, Inc., 204, 215, 303
Juno Lighting, Inc., 309, 356

K
H
Halliburton Company, 131, 304, 324,490
Hampton Industries, Inc., 163,420
Handy & Harman, 328
M.A. Hanna Company, 116, 275
Harcourt General, Inc., 121,191,403
Harley-Davidson, Inc., 75, 318
Harmon Industries, Inc., 299
Harnischfeger Industries, Inc., 77,273, 347
Harris Corporation, 97, 233
Harsco Corporation, 32,136, 292, 504, 570
Hartmarx Corporation, 34,412
Hasbro, Inc., 301
Hawkins Chemical, Inc., 205
Hecia Mining Company, 66,132,183, 297
H.J. Heinz Company, 22, 324
Hercules Incorporated, 90,131, 351, 399,536
Heritage Media Corporation, 216
Hershey Foods Corporation, 189, 292
Hewlett-Packard Company, 97,498
Hillenbrand Industries, Inc., 207, 520
Hills Stores Company, 194
Homedco Group, Inc., 192
Honeywell Inc., 546
Hormel Foods Corporation, 81
Hughes Supply, Inc., 429
Humana Inc., 153
Hunt Manufacturing Co., 224, 358,491
Hurco Companies, Inc., 142
Hyde Athletic Industries, Inc., 83,150

Kellogg Company, 14
Kerr-McGee Corporation, 120, 214
Kimberly-Clark Corporation, 82, 301
Kmart Corporation, 211, 351
Knape & Vogt Manufacturing Company, 210, 304, 421
Knight-Ridder, Inc., 66,436
The Kroger Co., 412

L
LaBarge, Inc., 197, 213
Laclede Steel Company, 198, 246
Lafarge Corporation, 189
The Lamson & Sessions Co., 39
Lee Enterprises, Incorporated, 227, 362
Leggett & Platt, Incorporated, 326,463, 537
Eli Lilly and Company, 336
Litton Industries, Inc., 77, 267, 453
Lockheed Corporation, 55, 363
Lone Star Industries, Inc., 2,164, 326
Loral Corporation, 118, 277, 352
The Louisiana Land and Exploration
Company, 67, 243, 351, 455
Louisana-Pacific Corporation, 82, 206
Lowe’s Companies, Inc., 81, 353
The Lubrizol Corporation, 284, 361, 397
Lukens Inc., 168, 311
Lyondell Petrochemical Company, 306, 563
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M
M/A-COM, Inc., 170, 233, 405
MagneTek, Inc., 8, 132, 337, 507
Manatron, Inc., 205
Manville Corporation, 559
Marion Merrell Dow Inc., 46, 67, 209, 561
Mark IV Industries, Inc., 19,126, 422
Marriott International, Inc., 105,194
Martin Marietta Corporation, 61
Mattell, Inc., 53,110, 529
Maxus Energy Corporation, 101, 479
Maxxam Inc., 154
The May Department Stores Company, 68, 440
Maytag Corporation, 76, 311
McCormick & Company, Incorporated, 3, 512
McDermott International, Inc., 98, 364, 477, 552
McDonald’s Corporation, 502
McDonnell Douglas Corporation, 245, 399
McGraw-Hill, Inc., 62, 312
McKesson Corporation, 137
The Mead Corporation, 92,126
Media General, Inc., 277, 307
Medtronic, Inc., 118,131, 309, 352
Melville Corporation, 137
Merck & Co., Inc., 98, 329
Meredith Corporation, 73, 149, 255, 338
Herman Miller, Inc., 185, 272, 294
Minnesota Mining and Manufacturing Company, 21, 494
Minntech Corporation, 255, 299
Mobil Corporation, 73
Molex Incorporated, 305, 543
Monsanto Company, 72, 284
Morton International, Inc., 278
Mosinee Paper Corporation, 294
Murphy Oil Corporation, 102, 227

N
NACCO Industries, Inc., 396, 532
Nashua Corporation, 447
National Education Corporation, 217
National Intergroup, Inc., 39,124, 544
National Semiconductor Corporation, 151, 259
National Service Industries, Inc., 285
Navistar International Corporation, 55
Neutrogena Corporation, 247
The New York Times Company, 237
Nortek, Inc., 76,189
Northrop Corporation, 234

o
Oak Industries Inc., 286
Occidental Petroleum Corporation, 133
Ogden Corporation, 268, 361
Olin Corporation, 355, 400
Omnicom Group Inc., 119
Orion Pictures Corporation, 83
Oryx Energy Company, 249

O’Sullivan Corporation, 295, 302
Outboard Marine Corporation, 362, 480
Owens-Corning Fiberglas Corporation, 37,106, 397

p
PACCAR Inc., 122, 325
PPG Industries, Inc., 42
Pall Corporation, 29, 443
Parker Hannifin Corporation, 48, 306, 321
Peerless Mfg. Co., 542
The Penn Traffic Company, 214, 276
J.C. Penney Company, Inc., 166
Pennzoil Company, 549
PepsiCo, Inc., 244, 344
The Perkin-Elmer Corporation, 58, 310
Pet Incorporated, 127
Pfizer Inc., 282
Phelps Dodge Corporation, 103, 397
Philip Morris Companies Inc., 56, 559
Phillips Petroleum Company, 48,112
Phillips-Van Heusen Corporation, 285
Photo Control Corporation, 145, 291
Pioneer Hi-Bred International, Inc., 567
Pitney Bowes Inc., 112
Pitt-Des Moines, Inc., 514
Pittway Corporation, 85, 240, 425
Plasma-Therm, Inc., 142
Polaroid Corporation, 42
Potlatch Corporation, 376
Prab Robots, Inc., 141, 256
Pratt & Lambert, Inc., 555
Premark International, Inc., 359
Premier Industrial Corporation, 275

Q
The Quaker Oats Company, 104, 217
Quaker State Corporation, 144, 364, 488
Quanex Corporation, 300, 413

R
Ralston Purina Company, 378
Raychem Corporation, 93, 272, 506
Raytheon Company, 241, 274, 571
The Reader’s Digest Association, Inc., 43,181, 408
Reflectone, Inc., 155
Republic Gypsum Company, 119, 169
Reynolds Metals Company, 82, 250
Robbins & Myers, Inc., 151, 392
Rockwell International Corporation, 193
Rohm and Haas Company, 263
Rohr, Inc., 49, 75, 80, 286
Rowe Furniture Corporation, 84, 135
Rubbermaid Incorporated, 163, 208, 561
Ruddick Corporation, 418
Rykoff-Sexton, Inc., 127
Rymer Foods Inc., 84
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s
SCI Systems, Inc., 547
SPS Technologies, Inc., 179
SPX Corporation, 50, 63, 84, 293, 413, 432
SUPERVALU Inc., 140, 186, 241
Safeway Inc., 80,140, 326, 523
Sara Lee Corporation, 214
Savannah Foods & Industries, Inc., 26, 276, 359
Schering-Plough Corporation, 100, 464
Schlumberger Limited, 57,182
Scientific Industries, Inc., 68, 247
Scope Industries, 186
Scott Paper Company, 29, 213, 339, 509
The Scotts Company, 74
Seagate Technology, 27, 572
Sealed Air Corporation, 190
Sears, Roebuck and Co., 124, 404, 562
Sequa Corporation, 189, 228, 394
Shaw Industries, Inc., 163
The Sherwin-Williams Company, 121, 331
Simpson Industries, Inc., 110
A. O. Smith Corporation, 210, 322
Smithfield Foods, Inc., 80,140, 171, 285, 499
Snap-on Tools Corporation, 120,190
Sonoco Products Company, 260, 503
Southdown, Inc., 306
Span-America Medical Systems, Inc., 84,141
Sparton Corporation, 53, 274
Spectrum Control, Inc., 208, 409, 569
Speizman Industries, Inc., 74,165
Springs Industries, Inc., 63,125, 214
Standard Motor Products, Inc., 174, 280
The Standard Products Company, 352, 444
The Standard Register Company, 145
The L. S. Starrett Company, 200, 556
Stewart & Stevenson Services, Inc., 68,132, 400, 556
Stone Container Corporation, 37,110, 211
Storage Technology Corporation, 132,242
Sun Company, Inc., 39, 107, 203, 244, 324, 405
Sun Microsystems, Inc., 146, 308
Sundstrand Corporation, 108, 400, 484
Sunrise Medical Inc., 29, 357
Super Food Services, Inc., 186
Syntex Corporation, 182

Texas Industries, Inc., 245, 324
Texas Instruments Incorporated, 81
Thiokol Corporation, 80
Thomas & Betts Corporation, 28
Thorn Apple Valley, Inc., 141, 538
The Times Mirror Company, 298
The Timken Company, 198, 210
The Toro Company, 216, 302
Tosco Corporation, 82, 250
Toys “R” Us, Inc., 458
TransTechnology Corporation, 130,160, 401
Tribune Company, 254
Trinity Industries, Inc., 300
Tultex Corporation, 47
Twin Disc, Incorporated, 199, 270, 294
Tyco Laboratories, Inc., 460
Tyler Corporation, 130, 220
Tyson Foods, Inc., 159, 450

u
UNC Incorporated, 64, 386
UST Inc., 270, 293, 572
USX Corporation, 23, 51, 308
Unifi, Inc., 55, 130
Union Camp Corporation, 137
United Foods, Inc., 239, 515
United Merchants and Manufacturers, Inc., 139
The United States Shoe Corporation, 125
United States Surgical Corporation, 134, 474
United Technologies Corporation, 77,113
Univar Corporation, 72, 83, 291, 544
Universal Foods Corporation, 291
Unocal Corporation, 263, 325, 416
The Upjohn Company, 48, 355, 500

V
Venturlan Corp., 216
Vicon Industries, Inc., 217
Vishay Intertechnology, Inc., 300
Vulcan Materials Company, 174, 300

T
The TJX Companies, Inc., 134
Talley Industries, Inc., 165, 259
Tandem Computers Incorporated, 127,187, 209, 379
Tandy Corporation, 56
Tasty Baking Company, 248
Tektronix, Inc., 93, 300
Teledyne, Inc., 150, 248
Temtex Industries, Inc., 125, 204, 481
Tenneco Inc., 82
Terra Industries Inc., 392
Tesoro Petroleum Corporation, 137
Texaco Inc., 170

w
WMX Technologies, Inc., 108,139
Wal-Mart Stores, Inc., 230, 574
Walbro Corporation, 76, 408
Wang Laboratories, Inc., 35
Warner-Lambert Company, 125
The Washington Post Company, 180, 323
Wausau Paper Mills Company, 539
Waxman Industries, Inc., 52, 548
Western Digital Corporation, 301, 356, 456
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Westinghouse Electric Corporation, 349, 404
Westvaco Corporation, 312
Weyerhaeuser Company, 288, 410
Wheeling-Pittsburgh Corporation, 410
Whirlpool Corporation, 187
Whittaker Corporation, 135,193
Willamette Industries, Inc., 171, 271
Winnebago Industries, Inc., 156, 360, 552
Witco Corporation, 68, 77, 445
Woolworth Corporation, 133
Worthington Industries, Inc., 231
Wm. Wrigley Jr. Company, 183

Y
York International Corporation, 104,166, 349

z
Zenith Electronics Corporation, 76, 392
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A
ACCOUNTANTS’ REPORT, s e e Independent
Auditors’ Reports
ACCOUNTING CHANGES
Auditors’ report, 549-564
Catalog costs, 52
Contracts, 48-50
Depreciable lives, 37
Depreciation method, 47, 360, 361
ESOP, 50, 51
Factory automation costs, 562, 563
Income taxes, 38, 39, 367-371, 376-379, 385, 386,
427, 428, 553-557
Insurance contracts, 51
Inventories, 47,430,431
investments, 45, 46,152-154,182,183, 280, 281,
560, 561
Pension plans, 316, 327, 330-332
Postemployment benefits, 43, 44, 348, 349, 557-560
Postretirement health care and insurance benefits,
40-44, 335-337, 339, 340, 550-552
Prospective, 35, 53, 347
Reinsurance contracts, 48, 562
Reporting period for subsidiaries, 48
Start up costs, 37
Turnaround costs, 563,564
Warehouse costs, 52
ACCOUNTING POLICIES, 30-36
ACCOUNTING PRINCIPLES BOARD OPINIONS (AICPA)
No. 6—-Treasury Stock, 272
No. 10—Liquidation preference of preferred stock, 257
No. 12—Allowances deducted from assets, 160
No. 12—Capital changes, 439
No. 12—Disclosure of depreciable assets, 172
No. 12—Disclosure of depreciation expense, 172
No. 15—Capital structures, 257
No. 15—Earnings per share, 411
No. 15—Stock dividends and splits, 417
No. 16—Business combinations, 58
No. 17—Intangible assets, 188
No. 18—Equity method for investments, 175
No. 20—Accounting changes, 37
No. 22—Disclosure of accounting policies, 30

No. 25—Compensatory plans, 349
No. 30—Discontinued operations, 401
No. 30—Extraordinary items, 408
ACCOUNTING RESEARCH BULLETINS (AICPA)
No. 43 Chapter 3A Current liabilities, 206
No. 43 Chapter 3A Marketable securities, 147
No. 43 Chapter 3A Noncurrent receivables, 184
No. 43 Chapter 4 Inventories, 160
No. 43 Chapter 9C Depreciation accounting, 360
No. 43 Chapter 13B Stock option plans, 265
No. 51 Consolidation of subsidiaries, 54
ACCOUNTS PAYABLE, s e e Liabilities
ACCOUNTS RECEiVABLE, s ee Receivables
ADDITIONAL PAID-IN CAPITAL, s e e Stockholders’
Equity
Balance sheet title, 264
Statement of changes, 439
ADVANCES
Current asset, 171
Current liability, 215
Noncurrent asset, 206
ADVERTISING AND PROMOTION COSTS
Capitalized, 31,166,171
Credit card program rebates, 85
Expanding market position, 166
Expense, 31, 301
Liability accruals, 217
Promotion program, 76, 311
AFFILIATED COMPANIES, s e e Investments
AGREEMENTS, s e e Commitments; Contracts
ANNUAL REPORTS TO STOCKHOLDERS
SEC requirements, 2, 29
ASSETS
Adjustments, s e e Write-downs/Write-offs
Depreciable, s e e Property, Plant, and Equipment
Held for sale, 168-170, 201-204
Intangible, s e e Intangible Assets
Pledged, see Collateral
Sale, 132, 292, 293, 298, 306
Write-downs, 305, 306, 311, 312
AUDIT COMMITTEE REPORT, 572
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AUDITING STANDARDS BOARD
Addressee, 541
Auditors’ standard report, 542
Dating of report, 570
Departures from unqualified opinions, 567
Emphasis of a matter, 564
Lack of consistency, 549
Reports on comparative financial statements, 567
Subsequent events, 125
Title of auditors’ report, 541
Uncertainties, 545
Work of other auditors, 543
AUDITORS, CHANGE IN, 567, 568
AUDITORS’ REPORT, s e e Independent Auditors’
Reports

B
BALANCE SHEET
Format, 143
Nonhomogeneous operations segregated, 144
Reclassification, 144
Title, 143
Unclassified, 143
BANKRUPTCY
Debtor-in-possession, 548
Fresh start reporting, 35, 564
Gain from claim settlement, 297
Reorganization value, 192,194
Subsequent event, 137
BARTER TRANSACTIONS, 216
BONOS, s e e Liabilities
BONUS PAYMENTS, see Employees
BROADCAST RIGHTS, 254
BUSINESS COMBINATIONS, see Poolings of Interest;
Purchase Method

c
CAPITAL STOCK, see Stockholders’ Equity
CAPITAL STRUCTURES, 257
CARRYBACKS/CARRYFORWARDS, see Income Taxes
CASH
Cash equivalents, 30-36, 85-120,144-151, 475-540
Current asset, 144-146
Noncurrent asset, 205
Restricted, 145, 205
CATALOG COSTS
Accounting change, 52
CHANGES IN ACCOUNTING, see Accounting Changes
CLASSIFICATION OF COMPANIES
Industrial groups, 1
Revenues, 1

COLLATERAL
Debenture, 228
Inventory, 232
Investments, 232
Property, 173, 230, 232
Receivables, 159, 232
COMMERCIAL PAPER
Current liability, 207
Noncurrent liability, 221-223
COMMITMENTS, see Contracts; Financial Instruments
Capital expenditures, 81
Contingent consideration, 59, 64, 84
Credit card program rebates, 85
Employment contracts, 83, 84, 247
Formation of new company, 84
investment, 85
Loan agreement restrictions, 79, 80
Purchase contracts, 81-83
Reverse repurchase agreement, 146
Royalties, 85
Sales agreements, 84
Severance compensation agreements, 84
Stock repurchase agreements, 81
Timber contracts, 82
Unconditional purchase obligations, 82
COMMODITY HEDGES, 86, 101-104
COMMON STOCK, see Stockholders’ Equity
COMPANIES SELECTED FOR SURVEY, 1
COMPARATIVE FINANCIAL STATEMENTS
Auditors’ standard report, 542
SEC requirement, 2, 29
COMPENSATING BALANCES, 232, 233
COMPENSATION, see Employees
CONSOLIDATION, 54-57
Nonconsolidated subsidiaries, 57
Nonhomogeneous operations, 34, 55, 56
Partnerships, 57, 245
Pro rata, 56, 57
Reporting period of subsidiaries, 48
Step acquisition, 63
CONTINGENCIES, see Gain Contingencies; Loss
Contingencies
Definition, 65
CONTINGENT CONSIDERATION, 59, 64, 84
CONTRACTS, see Commitments
Accounting change, 48-51
Employment, 83, 84, 247
Futures, see Financial Instruments
Government, 32, 33, 74, 75, 164, 165, 399-401
Inventories, 164,165
Losses, 220
Maintenance, 217
Management, 194
Purchase, 81-83
Receivables, 154-156
Revenue, 32, 33, 217, 255, 290, 291, 398-401
Timber cutting, 82,173
Unbilled costs, 170
CORPORATE RESPONSIBILITY
Social awareness expenditures, 309, 310, 414-416
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COST OF GOODS SOLD, 298-300
Environmental compliance, 300
Grants from foreign governments, 299
Start-up costs, 299
COSTS, see Expenses; Losses
COVENANTS NOT TO COMPETE, 192, 193, 256
CREDIT AGREEMENTS
Long-term, 224, 225, 228, 231-234
Short-term, 232-234
Subsequent event, 233
CREDIT RISK CONCENTRATIONS, 36, 88, 93-97,
118, 122-125
FDIC insurance lim it, 124,145
Financial instruments, see Financial Instruments
CUSTOMER LISTS, 192,194

D
DEBT, see Liabilities
DEBT ISSUANCE COSTS, 191, 204
DEBT RESTRUCTURING, 409, 410
DEBTOR-IN-POSSESSION, 548
DEFERRED COMPENSATION, see Employees
DEFERRED CREDITS
Advertising revenue, 216
Contract revenue, 217, 255
Covenants not to compete, 256
Current liability, 216, 217
Excess of acquired assets over cost, 254
Maintenance contracts, 217
Sale-leaseback, 217, 255
Subscription revenue, 216, 255
DEFERRED INCOME TAXES
Current asset, 167,168
Noncurrent asset, 196-199
Noncurrent liability, 243, 244
Valuation allowance, 196-199, 243, 244, 368, 370,
384, 387, 390, 467
DEPLETION
Mineral deposits, 366, 367
Oil and gas properties, 366
Quarry land, 174
Timberlands, 173
DEPOSITS
Current asset, 171
DEPRECIABLE ASSETS, see Property, Plant
and Equipment
DEPRECIATION
Accounting change, 37, 47, 360, 361
Accumulated, 172
Declining balance, 362, 363
Definition, 360
Depreciable lives, 37,172,174, 363
Production-variable, 365
Straight line, 360-362
Units-of-production, 363, 364
DERIVATIVES, 114

DISCLOSURE
Accounting policies, 30
Changes in stockholder equity accounts, 439
Commitments, 78
Complex capital structures, 257
Consolidation policy, 54
Contracts, 398
Defined benefit pension plans, 313
Depreciable assets, 172
Depreciation expense, 172
Discontinued operations, 401
Earnings per share, 411
Financial instruments, 85
Income taxes, 367, 389, 393
Intangible asset am ortization, 188
Liquidation preference, 257
Long-term debt m aturities, 221
Marketable securities, 147
Notes to financial statements, 30
Postretirement benefits, 333
Preferred stock redemption requirements, 257
Receivables sold with recourse, 157
Related party transactions, 139
SEC requirements, 2
Segment inform ation, 17
Statement of Cash Flows, 472, 533, 540
Stock dividends or splits subsequent to balance
sheet date, 417
Stock option and purchase plans, 265
Uncertainties, 545
Valuation allowances, 160
Work of other auditors, 543
DISCONTINUED OPERATIONS
Assets, 168-170, 201-204
Contingency, 76
Liability accruals, 212-214, 249
Option to purchase, 139
Reclassification, 405, 406
Restructuring credit, 295
Restructuring losses, 302-304, 311-313
Segments of business, 401-406
Spin-off, 403, 404
Subsequent event, 131
DIVIDENDS
Cash, 418, 419
ESOP, 437, 438
In arrears, 229, 260
In kind, 403, 404, 423-425
Restrictions, 79, 80
Stock, 134, 420-422
Stock purchase rights, 426
DOLLARS IN THOUSANDS OR MILLIONS, 29
DOUBTFUL ACCOUNTS
Allowance, 160
Expense, 302
DUAL DATING, 570-572

E
EARNINGS PER SHARE, 411-413
EARTHQUAKE DAMAGE, 135
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EMPHASIS OF A MATTER
Fresh start reporting, 564
Investment valuation, 565
Subsequent event, 566
EMPLOYEE STOCK OWNERSHIP PLANS,
278-280, 353-355
Accounting change, 50, 51
Tax benefits, 437, 438
EMPLOYEES
Deferred compensation, 246, 247, 359, 360
Employee stock ownership plan, 278-280, 353-355
Employment contracts, 83, 84, 247
Incentive compensation, 357-359
Issuance of stock, 446-448
Liability accruals, 210, 246-248
Loan program, 266
Pension plans, see Pension Plans
Postemployment benefits, 43,44, 348, 349
Postretirement health care and Insurance benefits,
see Postretirement Health Care and Life Insurance
Benefits
Profit sharing, 356, 357
Receivables, 282
Savings plans, 352, 353
Severance, 84
Stock appreciation rights, 265, 266, 271
Stock award plans, 350-352
Stock option plans, 265-271, 447, 448
Stock purchase plans, 271, 272
Subsequent event, 135
Unearned compensation, 276-278, 457, 458,461
VEBA trust, 360
ENVIRONMENTAL COSTS
Accounting policy, 32, 33, 70, 71
Charges, 299
Contingencies, 69-73
Liability accruals, 217-219, 249-251
EQUITY METHOD
Balance sheet, 176-180
Income statement, 294,307,407,408
EXCESS OF COST OVER FAIR VALUE, see Goodwill
EXCESS OF FAIR VALUE OVER COST, 254
EXPENSES, see Losses
Advertising, 31, 301
Cost of goods sold, 298-300
Costs to combine pooled companies, 310
D efinition, 298
Doubtful accounts, 302
Environmental costs, 32, 33, 299
Foundation commitment, 309, 310
Interest, 300
Research and development, 300, 301, 309
Store opening and closing costs, 34
Taxes other than federal income taxes, 301
EXTRAORDINARY ITEMS
Coal industry postretirem ent benefits, 410
Extinguishm ent of debt, 408-410

F
FACTORY AUTOMATION COSTS, 562, 563
FAIR VALUE
Cash equivalents, 90-108
Commodity hedges, 86,101-104
Debt— long-term, 86-119, 222-231
Debt— short-term , 86-101, 104, 105, 116, 207-209
Film rental contracts payable, 149
Financial guarantees, 102,103,105-108,112, 223
Foreign currency hedges, 86-100
Interest rate hedges, 86-100
Investments— current, 87, 90, 91, 95, 97,101,103,
147-149, 151
Investments— noncurrent, 91, 95-103, 109,110, 113,
119,182,183
Letters of credit, 102,103, 109, 110, 223
Loan commitments, 105, 112-114
Nonhomogeneous operations, 87,113,121,122
Not determinable, 94,103,105,107,109, 111, 112,
114, 118, 120,121
Preferred stock, 98,101,115,117
Put option, 253
Receivables— current, 90, 94
Receivables— noncurrent, 90, 91, 94,102,103,
106, 107, 110-113, 119, 120
Receivables— sold with recourse, 112
Restricted assets, 107
FIFO, see Inventories
FILM RENTAL CONTRACTS PAYABLE, 149
FINANCE SUBSIDIARIES, 55, 56, 171, 251
FINANCIAL ACCOUNTING STANDARDS BOARD
INTERPRETATIONS
No. 28— Stock appreciation rights, 265
No. 35— Equity method criteria, 175
FINANCIAL ACCOUNTING STANDARDS BOARD
STATEMENTS
No. 4— Debt extinguishm ent losses/gains, 408
No. 5— Commitments, 78
No. 5— Contingencies, 65
No. 12— Marketable equity securities, 147,175
No. 13— Leases, 234
No. 14— Segment reporting, 17
No. 16— Prior period adjustments, 426
No. 21— Nonpublic enterprises, 17
No. 47— Long-term debt m aturities, 221
No. 47— Preferred stock redemption requirements, 257
No. 52— Foreign currency translation, 467
No. 57— Related party transactions, 139
No. 77— Receivables sold with recourse, 157
No. 87— Pension plans, 313
No. 89— Current cost requirem ent elim inated, 142
No. 94— Consolidation of majority-owned
subsidiaries, 54
No. 95— Statement of Cash Flows, 471, 472, 495, 517,
530, 533, 540
No. 105— Financial instrum ents and credit risk, 85
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No. 106— Postretirement health care and life
insurance benefits, 333
No. 107— Fair value of financial instruments, 85,147,
175, 206, 221
No. 109— Income taxes, 367
No. 112— Postemployment benefits, 348
No. 115— Investments in debt and equity securities,
147, 175
FINANCIAL INSTRUMENTS
Balance sheet financial instruments, 87, 91-98,
101-109,115-121
Commodity hedges, 86,101-104
Derivatives, 114
Fair value not determinable, 94,103,105,107,109,
111, 112, 114, 118, 120, 121
Financial guarantees, 88, 91, 92,102,105-108,112,113
Foreign currency hedges, 86-100
Gains/losses, 229
Interest rate hedges, 86-100
Letters of credit, 102,108-110, 223
Loan commitments, 106,112-114
Nonhomogeneous operations, 87,113,121,122
Receivables sold with recourse, 111-113
Subsequent event, 139
FINANCIAL STATEMENTS
Comparative, 29
Notes, 30
Order of presentation, 29
Rounding of amounts, 29
FIRST-IN, FIRST-OUT, see Inventories
FiSCAL PERIODS
Change in, 24-28
Definition, 29
Natural business year, 24
Reporting period for subsidiaries, 48
FIVE YEAR SUMMARY OF OPERATIONS, 5-8
FIXED ASSETS, see Property, Plant, and Equipment
FLOOD LOSS
Adequacy of accruals, 76
FOREIGN CURRENCY HEDGES, 86-100
FOREIGN OPERATIONS
Currency translation, see Translation of Foreign
Currencies
FRESH START REPORTING, see Bankruptcy
FUNDS SEGREGATED FOR DESIGNATED
PURPOSES, 145, 205
FUTURES, see Financial Instruments

G
GAIN CONTINGENCIES
Carryforwards, 196, 197, 371, 379, 389-393
Litigation, 77
Royalty agreement, 293
Tax sharing agreement, 78
GAINS, see Revenue
Bankruptcy claim settlem ent, 297
Definition, 290
Equity in income of investees, 294
Extraordinary, 409, 410

Foreign currency transactions, 294
Insurance proceeds, 296
Litigation settlements, 294
Postretirement plan curtailm ent, 296
Restructuring credits, 295
Royalty income, 293
Sale of assets, 292, 293, 298
Unusual/nonrecurring, 297, 298
GOING CONCERN BASIS
Auditors’ report, 548, 549, 566
GOODWILL
Am ortization, 304
Intangible asset, 189,190
GOVERNMENT INVESTIGATIONS, 74, 75
GRANTS
Contingency, 75
income, 300
GUARANTEES AND WARRANTIES
Financial guarantees, 88, 91, 92, 102,105-108,
112, 113
Product, 215, 216

H
HEDGING, see Financial Instruments

I
INCENTIVE COMPENSATION, see Employees
INCOME, see Gains; Revenue
INCOME PER SHARE, see Earnings Per Share
INCOME STATEMENT
Format, 287
Nonhomogeneous accounts, 287, 288
Reclassification, 213, 289, 304
Title, 287
INCOME TAXES
Accounting change, 38, 39, 367-371, 376-379, 385,
386, 427, 428, 553-557
Assessments, 73, 549
Balance sheet presentation, 211
Carryforwards, 196,197, 371, 379, 384, 389-393
Credit provision, 381-387
Deferred income taxes, see Deferred Income Taxes
Income statement presentation, 367-389
No provision, 388, 389
Omnibus Budget Reconciliation Act of 1993,135, 368,
374-378
Subsequent event, 135
Tax benefits related to employee benefit plans, 457, 458
Tax sharing agreement, 78, 371
Undistributed earnings, see Undistributed Earnings
INDEBTEDNESS, see Liabilities
INDEPENDENT AUDITORS’ REPORTS
Addressee, 541
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Auditors’ standard report, 542
Change in auditors, 567, 568
Dual dating, 570-572
Emphasis of a matter, 564-566
Lack of consistency, 549-564
Presentation in annual report, 541
Supplementary financial inform ation, 569
Title, 541
Uncertainties, 545-549
Work of other auditors, 543-544
INDUSTRIAL REVENUE BONDS, 226, 231
INDUSTRY CLASSIFICATION
Classification of companies in survey, 1
LIFO inventories, 161
INDUSTRY PRACTICE
Am ortization of warehouse and catalog costs, 52
INFLATION ACCOUNTING, 142
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Current asset, 147-154
Equity method, 176-180, 294, 307, 407, 408
Fair value, 152-154, 183
Limited partnership, 181
Lower of cost or market, 150,151,183
Nonconsolidated subsidiaries, 57
Noncurrent asset, 175-183
Subsequent event, 180,183
Value estimated, 565

J
JOINT VENTURE
Formation, 84,136
Investee, 177
Purchase agreement, 171

IN-SUBSTANCE DEFEASANCE, 229
INSURANCE
Contracts, 48, 51, 562
Liability accruals, 215
Proceeds, 296
Self-insured, 34, 74, 205
INSURANCE SUBSIDIARIES, 34, 48
INTANGIBLE ASSETS
Accreditation and training programs, 192
Am ortization, 304
Assembled workforce, 192
Covenants not to compete, 192, 193, 256
Customer lists, 192, 194
FDA registration, 190
Goodwill, see Goodwill
License agreements, 193
Management contracts, 194
Patents, 190,191
Pensions, 188, 195
Reorganization value, 192,194
Technology, 193
Trademarks/trade names, 191,192
INTEREST
Capitalized, 173, 175, 363
Expense, 300
Income, 291
INTEREST RATE HEDGES, 86-100
INTERIM PERIODS
Q uarterly financial data, 2-4
INTERPERIOD TAX ALLOCATION, see Income Taxes
INVENTORIES
Accounting change, 47, 430, 431
Average cost, 164
FIFO, 160, 161
Identified cost, 165
Industry groups using LIFO, 161
LIFO, 162-164
Production cost, 164, 165
Purchase commitments, 81-83
INVESTMENTS
Accounting change, 45, 46, 152-154, 182, 183, 280,
281, 560, 561
Commitment, 85
Cost method, 147-150, 181, 182

L
LACK OF CONSISTENCY, 549-564
LAST-IN, FIRST-OUT, see Inventories
LAWSUITS, see Litigation
LEASES
Beneficial rights, 194, 234, 235
Lessee, 234-240
Lessor, 240-242
Leveraged, 240
Sale-leaseback, 217, 242, 255
Tax leases, 253
LETTERS OF CREDIT, 102, 103, 108-110, 223
LETTERS OF INTENT, 128, 130
LIABILITIES
Accounts payable, 209
Advances, 215
Advertising, 217
Broadcast rights, 254
Commercial paper, see Commercial Paper
Contract losses, 220
Current amount classified as noncurrent, 223, 228
Current amount of long-term debt, 211
Debt converted into stock, 451-453
Deferred revenue, see Deferred Credits
Deposits, 215
Discontinued operations, 212-214, 249
Discounts, 220
Employees, 210, 246-248
Environment, 217, 218, 249-251
Extinguishm ent of debt, 221, 223, 408-410
Income taxes, 211, 243, 244
In-substance defeasance, 229
Insurance, 215
Litigation judgem ent, 219
Loan agreement restrictions, 79, 80, 225, 226, 234
Long-term debt, 221-231
Long-term debt classified as current, 208, 212
Noncompliance with loan agreement terms, 127, 212,
232, 233, 548
Nonhomogeneous operations, 251
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Overdraft, 218
Product, 215, 216, 218, 252
Put options, 253
Rebates, 220
Reclamation costs, 254
Repurchase agreements, 219
Short term debt, 206-209
Subsequent event, 126,127
Taxes other than federal income taxes, 214

MANAGEMENT REPORT, 573, 574
MARKETABLE SECURITIES, see Investments
MERGERS, see Poolings of Interests; Purchase Method
MINORITY INTERESTS
Balance sheet, 220, 245
Income statement, 297, 306,407

LICENSE AGREEMENTS, 193
LIFO, see Inventories
LINE OF CREDIT, see Credit Agreements

N

LITIGATION
Auditors’ Report, 545-549
Contingencies, 65-68, 77, 252
Litigation fees, 309
Settlements, 132, 219, 251, 294, 307-310
Subsequent event, 67, 68,132,133, 308

NATURAL BUSINESS YEAR, see Fiscal Periods
NONCANCELABLE LEASES, see Leases

LOANS, see Liabilities

NONHOMOGENEOUS OPERATIONS
Assets, 171
Finance subsidiaries, 55, 56,171, 251
Financial instruments, 87,113,121,122
Insurance subsidiaries, 34,48
Liabilities, 251

LOSS CARRYFORWARDS, see Income Taxes
LOSS CONTINGENCIES
Credit risk, see Credit Risk Concentrations
Discontinued operations, 76
Environmental regulations, 69-73
Financial instruments, see Financial Instruments
Flood loss, 76
Government contracts, 74, 75
Guarantees, see Guarantees and W arranties
Letters of credit, 102,103, 108-110, 223
Litigation, see Litigation
Non-insured losses, 34, 74
Product liability claims, 252
Product recall, 76
Product repurchase agreements, 75
Promotion program costs, 76
Receivables sold with recourse, 111-113,157-159
Repayment of grants, 75
Tax assessments, 73
LOSSES, see Expenses
Definition, 298
Environmental cleanup, 299
Equity in losses of investees, 307, 407, 408
Extraordinary, 408, 409
Foreign currency transactions, 304, 305
Intangible asset am ortization, 304
Litigation settlem ent, 307-310
Restructuring, 302-304, 311-313
Sale of assets, 306
Unusual/nonrecurring, 310-313
Work force reduction, 311
W rite-downs/write-offs, 305, 306, 311, 312

NONCOMPETE AGREEMENTS, 192, 193, 256
NONCOMPLIANCE WITH FINANCIAL COVENANTS.
127, 212, 232, 233, 548

NONMONETARY TRANSACTION, 63
NOTES PAYABLE, see Liabilities
NOTES RECEIVABLE, see Receivables
NOTES TO FINANCIAL STATEMENTS, 30

o
OBLIGATIONS, see Liabilities
OFFSETTING ACCOUNTS, 289
OIL AND GAS OPERATIONS
Depletion, 366
Producing Properties, 364, 365
OPINIONS, see Independent Auditors’ Reports
OPINIONS, APB, see Accounting Principles Board
Opinions
OVERDRAFT, 218

p
PAID-IN CAPITAL, see Stockholders’ Equity

M
MAINTENANCE CONTRACTS REVENUE, 217
MANAGEMENT ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS, 8-16
MANAGEMENT CONTRACTS, 194

PARTNERSHIPS
Consolidated, 57, 245
Investee, 181
PATENTS, 190, 191
PAYABLES, see Liabilities
PENSION AND RETIREMENT PLANS
Accounting change, 316, 327, 330-332
Amendments, 327, 328
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Contingency, 326
Defined benefit plans, 314-323
Defined contribution plans, 323, 324
Freezing of benefits, 36
Measurement date changed, 319
Merged plan, 331
Minimum liability, 188, 195, 247, 275, 276, 317, 322
Multiemployer, 326
Overfunded, 319
Prepaid costs, 199-201
Settlem ent gains/losses, 328, 329
Supplemental benefits, 324, 325

W rite-downs, 305, 306
PUBLIC OFFERINGS
Parent company, 454-456
Subsidiary, 137
PURCHASE METHOD
Business combinations, 59-65, 448-451
Contingent consideration, 59, 64, 84
Letter of intent to acquire, 128,130
Subsequent event, 127-130
PUT OPTIONS, 253, 439

PERFORMANCE SHARE PLAN, see Employees
PLEDGED ASSETS, see Collateral
POOLINGS OF INTERESTS
Business combinations, 58, 429
Combination costs, 310
Subsequent events, 128,130
POST BALANCE SHEET DISCLOSURES, see
Subsequent Events

Q
QUARRY LAND
Depletion, 174
QUARTERLY FINANCIAL INFORMATION, 2-4

POSTEMPLOYMENT BENEFITS, 43, 44, 348,
349, 557-560
POSTRETIREMENT HEALTH CARE AND LIFE
INSURANCE BENEFITS
Accounting change, 40-44, 335-340, 550-552
Amendments, 341-344
Business com bination, 346
Coal mining industry, 347
Curtailm ent, 296, 345
Liability accruals, 210, 246, 248
Plans, 333-347
Transition asset, 42, 340
Transition liability— delayed recognition, 40, 339, 340
Transition liability— immediate recognition, 333-338
PREFERRED STOCK, see Stockholders’ Equity
PREPAID EXPENSES, 166, 167
PRO FORMA FINANCIAL DATA
Accounting changes, 49, 52
Business com binations, 59-65, 451
Discontinued operations, 169
Subsequent events, 128,130,138,139
PRODUCT RECALL, 76

R
REBATES, 85, 220
RECAPITALIZATION, 137-139
RECEIVABLES
Collateral, 159
Contracts, 154-156
Current, 154-159
Doubtful accounts, 160, 302
Employees, 282
Event of default, 186
Fair value, 90-94,102-107,110-113,119,120,185-188
Finance receivables, 156,187,188
Impairment, 185,187
Leases, 187,188
Noncurrent, 184-188
Related parties, 156
Sold to independent entity, 111-113,157-159

PRODUCTION PAYMENT, 252

RECLASSIFICATIONS
Assets held for sale, 144
Discontinued operations, 405,406
Intangible asset am ortization, 304
O ffsetting income statement accounts, 289
Operating results of restructured operations, 213

PROFIT SHARING, see Employees

REFURBISHMENT COSTS, 32

PROMOTIONAL COSTS, see Advertising

REINCORPORATION, 462

PROPERTY, PLANT AND EQUIPMENT
Balance sheet presentation, 172-175
Commitments, 81
Depreciation, see Depreciation
Discontinued operations, see Discontinued
Operations
Held for sale, 168-170, 201-204
Interest capitalized, 173,175, 363
Oil and gas, 364, 365
Refurbishment costs, 32
Tim berlands, 173, 206
Turnaround costs, 563, 564

REINSURANCE CONTRACTS, 48, 562
RELATED PARTY TRANSACTIONS, 136,139-142

PRODUCT REPURCHASE AGREEMENT, 75
PRODUCT WARRANTIES, see Guarantees and
W arranties

RELOCATION, see Discontinued Operations
REMEDIATION, see Environmental Costs
REORGANIZATION VALUE, 192, 194
REPORT OF AUDIT COMMITTEE, 572
REPORT OF MANAGEMENT, 573, 574
REPORTING ENTITY, see Consolidation
REPURCHASE AGREEMENTS, 145, 150, 219
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RESEARCH AND DEVELOPMENT EXPENSE
Expense, 300, 301, 309
W rite-down, 305
RESERVES
Use of term, 256

SOCIAL AWARENESS
Expenditures, 414-416
Foundation commitment, 309, 310
SOFTWARE COSTS
Development costs, 35, 204, 205

RESTRICTED ASSETS, 145, 205

SPIN-OFF, 403, 404, 424, 425

RESTRICTED STOCK AWARDS, see Employees
RESTRICTIONS
Loan agreements, 79, 80
RESTRUCTURING, see Discontinued Operations
RETAINED EARNINGS
Adjustments to opening balance, 39,426-433
Balance sheet title, 264, 265
Dividends, see Dividends
Put options, 439
Statement of changes, 417
Tax benefits from ESOP dividends, 437, 438
Treasury stock transactions, 434-436
REVENUE see Gains
Contracts, 32, 33, 170, 290, 291, 398-401
Deferred, 216, 217, 255, 256
Definition, 290
Income statement captions, 290, 291
Revenue of survey companies, 1
Royalties, 293
Sales agreement, 84
Sales with right of return, 290
REVERSE REPURCHASE AGREEMENT, 146
REVOLVING CREDIT AGREEMENTS, see Credit
Agreements
RIGHT OF RETURN, 290
RIGHTS, see Stock Purchase Rights
ROUNDING OF AMOUNTS, 29
ROYALITIES
Agreement, 85
Income, 293
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STANDSTILL AGREEMENT, 61, 83, 176
START UP COSTS
Accounting change, 37
Capitalized, 363
Expense, 299
STATEMENT OF CASH FLOWS
Capital stock, 518-520
Cash equivalents, 540
Cumulative effect of accounting change, 486, 487
Debt, 522, 523
Direct method, 472-474
Discontinued operations, 482-484
Employee benefits, 495
ESOP, 529, 530
Extraordinary items, 485
Foreign currency cash flows, 530-532
Hedging activities, 510-513, 524, 525
Insurance proceeds, 514
Interest and income tax payments, 478-481
Investments, 497-500
Involuntary conversion, 514, 515
Leases, 481, 523, 539
Litigation settlem ent, 492-494
Loans receivable, 501-503
Noncash activities, 481, 503, 523, 530, 533-539
Non homogeneous operations, 488, 489, 516, 517
Overdraft, 528
Partnership form ation, 526, 527
Presentation in annual report, 471
Property, 496
Purchase method acquisitions, 478, 504-506
Reconciliation of net income to net cash flow, 475-477
Restricted funds, 507-509
Restructuring payments, 491
Sale of receivables, 501
Title, 471
Zero coupon bond appreciation, 490

SALES, see Revenues

STATEMENT OF FINANCIAL POSITION, see Balance
Sheet

SAVINGS PLANS, see Employees

STATEMENT OF INCOME, see Income Statement

SECURITIES, see Investments

STEP ACQUISITION, 63, 432, 433
STOCK APPRECIATION RIGHTS, 265, 266, 271

SECURITIES AND EXCHANGE COMMISSION
Annual reports to stockholders, 2, 29
Capital stock subject to redemption, 257
Comparative financial statements, 2 ,2 9
Reclassification, 406
SEGMENT INFORMATION, 17-24
Export sales, 23, 24
Geographic areas, 20-22
Industry segments, 17-19
Major customers, 23
SELECTED FINANCIAL DATA, 5-8
SHORT-TERM DEBT, see Liabilities
SHUT DOWN, see Discontinued Operations

STOCK DIVIDENDS, see Dividends
STOCK OPTION AND STOCK PURCHASE PLANS
Change in control, 447
Stock option plans, 265-271, 447, 448
Stock purchase plans, 271, 272
Unexercised shares repurchased, 465
STOCK PURCHASE RIGHTS
Expiration date accelerated, 258
Issued, 426
No change of control, 61
Outstanding, 282-286
Redeemed, 134, 438
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STOCK PURCHASE/SALE AGREEMENT, 83
STOCK PURCHASE WARRANTS
Issued, 286
Obligation elim inated, 464

TAXES OTHER THAN FEDERAL INCOME TAXES
Expense, 301
Liability, 214

STOCK REPURCHASE AGREEMENTS, 81, 114

TECHNOLOGY, 193

STOCK SPLITS, 134, 440-445
STOCKHOLDERS’ EQUITY
Additional paid-in capital, 264, 439
Balance sheet title, 256, 258
Capital structure, 257
Common stock, 257
Conversion of debt or preferred stock, 451-453
Cumulative translation adjustments, 275, 467-470
ESOP, 278-280
Employee benefit plan issuances, 446-448
Marketable equity securities, 280, 281
Minimum pension liability, 275, 276
Par value changed, 462, 463
Preferred stock, 257-264
Public offering, 454-456
Purchase method acquisitions, 448-451
Receivable from sale of capital stock, 282
Retained earnings, see Retained Earnings
Stock purchase rights, see Stock Purchase Rights
Stock purchase warrants, see Stock Purchase Warrants
Stock splits, 134, 440-445
Subsequent event, 133, 134, 440
Tax benefit related to employee benefit plans, 457,458
Tax benefit related to reduction of deferred tax
valuation allowance, 466, 467
Treasury stock, see Treasury Stock
Unearned compensation, 276-278, 457, 458, 461
Unearned employee benefits, 282
Unexercised option shares repurchased, 465

TIMBER
Depletion, 173
Tim ber contracts, 82,173
Tim berlands, 173, 206

STORE OPENING AND CLOSING COST, 34
SUBSCRIPTIONS
Revenue, 216, 255

UNCONSOLIDATED SUBSIDIARIES,
see Investments

SUBSEQUENT EVENTS
Auditors’ report, 566
Bankruptcy filing, 137
Business com binations, 127-130
Capital stock transactions, 133,134
Credit agreement, 233
Debt incurred, reduced, or refinanced, 126,127
Derivatives, 114
Discontinued operations, 131
Earthquake, 135
Employees, 135
Interest rate hedge, 139
Investments, 180,183
Joint venture form ation, 136
Litigation, 67, 68, 132, 133, 308
Omnibus Budget Reconciliation Act of 1993,135
Option to purchase, 139
Public offerings, 137
Recapitalization, 137-139
Related party transactions, 136,141
Sale of assets, 132
Stock purchase rights redeemed, 134
Stock dividend, 134
Stock splits, 134, 440
SUMMARY OF ACCOUNTING POLICIES, 30-36
SUPPLEMENTARY FINANCIAL INFORMATION
Financial statement schedules, 569

TRADEMARKS/TRADE NAMES, 191, 192
TRANSLATION OF FOREIGN CURRENCIES
Cumulative adjustments, 275, 467-470
Gains/losses, 294, 304, 305
TREASURY STOCK
Balance sheet presentation, 272-274
Issued, 273, 434, 459
Purchased, 273, 434, 435, 460
Retired, 434, 436, 442
TURNAROUND COSTS, 563, 564

u
UNAUDITED DATA
Business com binations, 58-65, 429, 451
Discontinued operations, 169
Subsequent event, 128-130,139
UNBILLED COSTS, 170
UNCERTAINTIES, 545-549
UNCONDITIONAL PURCHASE OBLIGATIONS, 82, 107

UNDISTRIBUTED EARNINGS
Taxes accrued, 393, 394
Taxes not accrued, 389, 394-397
UNEARNED REVENUE, see Deferred Credits
UNUSUAL/NONRECURRING ITEMS
Gains, 297, 298
Losses, 310-313

V
VEBA TRUST, 360

w
WAIVERS
Loan agreement restrictions, 127, 212, 232, 233, 548
WAREHOUSE COSTS, 52
WARRANTIES, see Guarantees and W arranties
WARRANTS, see Stock Purchase Warrants
WRITE-DOWNS/WRITE-OFFS
Acquired research and development, 305
Investment, 312
Property, 305, 306, 311
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Y
YEAR ENDINGS, see Fiscal periods

z
ZERO COUPON NOTES, 453
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